Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 




HARVARD 
COLLEGE 
LIBRARY 



PRINCIPLES 



OF 



POLITICAL ECONOMY 

BY 

WILLIAM KOSCHER, 

rBOrSMOB OF POUnOAL BOOHOmr at TBK UMIVBIISITT OV LKIPZIO, CORBBSPONDniO 

XBMBKB OF THK INSTITUTB OF FRANCS, PBIVT 0OUN8BLLOR TO HI« 

MAJB8TT, THK KllC« OF lAXONT. 

FBOM THB TUIRTESNTH (1877) GERMAN EDITION. 

# 

WTTH ADDinOHAL CHAFTKBS FUBNI8HKD BT THB AUTHOB, FOB THIS FIRST 

BMOIJ8H AND AMBBICAN BDITION, ON 

PAPER MONEY, INTERNATIONAL TRADE, AND THE 

PROTECTIVE SYSTEM; 

AND A PRELIMINARY 

ESSAY ON THE HISTORICAL METHOD IN POLITICAL ECONOMY 

(From the French) 

By L. WOLOWSKI, 

THB WHOLE TRANSLATED BY 

JOHN J. LALOR, A. M. 



VOL. I. 




NEW YORK: 

HENRY HOLT & CO. 

1878. 







E 



V.-0 ' 



•^. c ^" 



5^;^- 



Harvard University. ' 
Polit Econ. Ubraiy. 

TMRSfERIIED TO 
HkRVABB COLLESt LlBBARt 

JUL 1 X^'i 



Entered according to Act of Congrets, in the year eighteen hundred and Mvcnty>etght, 

By CALLAGHAN & CO., 
In the office of the libtarian of Congrett, at Washington, D. C 



V 



DA no ATWOOD. tTXBSOTTPSB AVD PmXVm, MADItOlT, WU. 






\ 



^ 



TO 



WILLIAM H. GAYLORD, Esq., 

COUNSELLOR AT LAW, 
OP CLEVELAND, OHIO, 

TO WHQWi BBOTHKKLT OAltC IT IS LABOVLT DVS TUAT I LITFD TO 

TKAX8LATS THKJf, 

THESE VOLUMES 

ARE AFFECTIONATELY INSCRIBED. 



TRANSLATOR'S PREFACE. 



Our literature is rich enough in works on the principles of 
Political Economy. So far as the translator is informed, 
however, it possesses none in whicli the science is treated in 
accordance with the historical method. We may therefore 
venture to express the hope that this translation will fill a 
place hitherto unoccupied in the literatures of England and 
America, and fill it all the more efficiently and acceptably, 
as Professor Roscher is the founder and still the leader of 
the historical school of Political Economy. Were this the 
only recommendation of our undertaking, it would not be a 
useless one. But a glance at Professor Roscher's book will 
convince even the most hasty reader that its pages fascinate 
by their interest and are rich in treasures of erudition which 
should not remain inaccessible to the English student from 
being locked up in a foreign tongue. 

The present translation has received, throughout, the revis- 
ion of the author, and should any imperfections remain in the 
rendering of his thought into English, the blame is certainly 
not his, for his revision has been most minute. 

The three appendices have been supplied by Professor 
Roscher expressly for this edition. As they are intended to 
form a part of the work on the Political Economy of Industry 
and Commerce, on which he is now engaged, he authorizes 



vi TRANSLATOR'S PREFACE. 

their publication in English, only by the publishers of this 
edition of his principles; and only for the purpose of being 
added to the present translation. He desires especially that 
their appearance in their present shape should not in any way 
interfere \\'ith any of his rights in his forthcoming volume, 
and that they should not be translated into any language nor 
translated back into German. 

The essay of Mr. Wolowski, on the historical method in 
Political Economy constitutes no part of Professor Roscher's 
book, and neither he nor its author, but only the translator, is 
responsible for its appearance here. In it the reader will find 
a short sketch of the life of Professor Roscher, brought 
do\vn to the date at which the essay was written. The trans- 
lator has little to add to that sketch, all the information he 
possesses in addition to what it contains being embraced in 
the following lines from a letter received by him from the 
author in answer to a request that he would supply the bio- 
graphical data not to be foimd in WoLOWsid's essaiy: "You 

might perhaps say that I have repeatedly declined calls 

to the Universities of Munich, Vienna and Berlin, but that 
I have never regretted remaining in Leipzig." 

The acknowledgments of the translator are due, in the 
first place, to the eminent author himself, for the revision of 
the plate-proof of the entire work, and then to Professor 
William F. Allen, of the University of Wisconsin, for his 
interest in the progress of the enterprise, and for many val- 
uable suggestions; also to Professor W. G. Sumner, of 
Yale College, for some excellent hints as to the best transla- 
tion of certain words in the Appendix on Paper Money. 
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[tit Edition.] 



My System der Volkswirthschaft shall, Deo volenie^ be completed 
in four parts. The second shall contain the national economy 
of agriculture and the related branches of natural production; 
the third, the national economy of industry and commerce; 
the fourth, of the economy of the state and of the commune 
(Gemeindehaushalt). While the entire work shall constitute 
one systematic whole, each part shall have its own appropri- 
ate title, constitute an independent treatise, and be sold sepa- 
rately. 

Of the peculiar method which I have followed in this work, 
and which will produce still better fruits in the succeeding 
volumes, I have given a sufficient explanation in §§ 26 fF., and 
all I desire now is to say a few words on the relation the notes 
bear to the text. The careful reader will soon be convinced 
that of the many citations in this work, not one has been made 
from a vain desire of the display of erudition. Part of them 
serves as the necessary proof of surprising facts adduced, but 
which are little known. Another part of them is intended to 
incite the reader to the study of certain questions nearly re- 
lated to those treated in the text, but which are still different 
from them. The object of the greater number is to supply 
information concerning the history of economic principles. As 
far as the sources at my command permitted, I have endeav- 
ored to point out the first germs, the chief stages of develop- 
ment, the contrasts, and, finally, what has been thus far at- 
tained in economic science. This sometimes required some 
little victory over self, inasmuch as I was conscious of having 
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independently discovered certain facts, when I afterwards 
found that some old and long-forgotten writer had made sim- 
ilar observations. Thus, this work may serve both as a hand- 
book and as a history of the literature of Political Economy. 
Sti'dents of the science know how little has thus far been 
done by writers in this direction. And hence I shall be very 
grateful to those who labor in the same field, if they will, either 
by writing to me personally, or through the medium of the 
press, inform me when I have erred in ascribing a truth, or a 
scientifically important error, to its earliest author. 

I have already said in the title that this work is intended 
not for the learned only, but for all educated men, for men of 
a serious tiun of mind, who desire truth and science for their 
own sake. Like that ancient historian, whom I honor above 
all others as my teacher, I desire that my work should be 
iiseful to those, o<toc ßouAr^aoi^rcu zwv re yevofiivwu to aa^k^ 
axoTzuv xal zwv [iOjmtcov zoze ah9c^ xazd rb äv&pamuop toioütwp 
xai TzapaizXr^aiwv eaza&ai, (Thucydides I, 22.) 

University op Leipzig, 
End of May^ 18^4, 
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[2d to nth Edition.] 



The preface to the second edition is dated October, 1856; 
that to the third, April, 1858; that to the fourth, April, 1861; 
that to the fifth, November, 1863; that to the sixth, Novem- 
ber, 1865; that to the seventh, November, 1868; that to the 
eighth, August, 1869; that to the ninth, March, 187 1; that to 
the tenth, May, 1873; ^^^^ ^^ ^^^ eleventh (unaltered), Decem- 
ber, 1873. Each successive edition, nearly, has been an- 
nounced as an improved and enlarged one; and the tenth 
edition contains one hundred and fifty-six pages more than 
the first, although in places, a large number of abbreviations 
had been made from previous editions. There are many 
things in some of the previous editions which criticism induced 
me, long since, to change. I have considered it my duty to 
the public, who gave my work so warm and friendly a recep- 
tion, to take into consideration, in each successive edition, not 
only my own new investigations, but those also of all others 
with which I became acquainted, and, whenever possible, to 
correct statistical illustrations from the latest soiu-ces. I have 
especially, in each following edition, enriched a number of 
paragraphs with here and there historical, ethnographic and 
statistical features. Plutarch is certainly right, spite of the 
fact that pedants may abuse him for it, when he says, that 
trifling acts, a word and even a jest, are often more important, 
as characterizing the life of a people or an age, than great 
battles which cost the lives of tens of thousands of men. 

I have changed the titles " Ricardo's Law of Rent," and 
" The Malthusian Law of the Increase of Population," which 
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I formerly used, for others. But I would not be misunder- 
stood here. I hold it to be a duty of reverence in the 
learned — as it has long been practiced in the case of the natu- 
ral sciences — in the sciences of the human mind to call the 
natural laws, methods etc., in acquainting us with which, some 
one particular investigator has won very distinguished merit, 
by the name of that investigator. In the case of the law of 
rent, the application of this rule would as unquestionably en- 
title Ricardo to this honor as as it would Malthus in that of 
the increase of population, spite of the fact that Ricardo may 
not have succeeded in finding the best possible form of the 
abstraction, and although Malthus even, in a one-sided reac- 
tion against a former still greater one-sidedness, was not 
always able to steer clear of positive and negative errors. 
Recent science has endeavored, and successfully, to examine 
the facts which contradict the Ricardoan and Malthiisian for- 
mulations of the laws in question, and to extend the formu- 
las accordingly. I have myself contributed hereto to the ex- 
tent of my ability. But, in the interval, it is not hard to com- 
prehend that, while this process of elucidation is going on, 
most scholars, those especially possessed more of a dogmatic 
than of a historical turn of mind, should estimate these two 
leaders more in accordance with their few defects than with 
the great merits of their discoveries. If, therefore, I now 
drop the title " Malthusian law," it is to guard hasty readers 
from the illusion that §§ 242 seq. teach what the great crowd 
understand by Malthusianism ; when they might, perhaps, 
omit that portion entirely. For my own part, I have no doubt 
that, when the process of elucidation above referred to shall 
have been thoroughly finished, the future will accord both to 
Ricardo and Malthus their full meed of honor as political 
economists and discoverers of the first rank.^ 

*The author's preface to the twelfth edition is confined to pointing out the 
improvements etc., made in the eleventh. There is no new preface to the 
thirteenth edition of the original, which appeared in 1877. — Translator. 
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won necessarium, Nexum est et ccUigtäutn alierum alteri. Nuüi sunt servi 
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" Homo sum^ humani nikil a me alienum ^to," — Terence.^ 

*" Isia frapotens, ac gloriosa fkilosopkia:* — Cicero^ De Or., I, 43.» 



I. 

It is no foolish desire to make a vain display of citations, that 
induces us, at the beginning of this essay, intended to point out 
the results of the application of a new method to the study of 
Political Economy, to invoke the authority of a poet and moral- 
ist, of a jurisconsult and of a philosopher. The writer finds in 
the words just quoted the loftiest expression of the thought 

' " Wc shall never thoroughly understand the reason of customary law un- 
less vre also have a knowledge of that which is not customary. The one is 
connected and bound to the other. We have no slaves ; why vex ourselves 
with questions about slaves? — Words worthy of a novice." 

*** I am a man; I think nothing foreign to me that pertains to man." 

***That excellent and glorious philosophy." 
Vol. I. — 1 
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which dictates these lines, viz.: that the impartial researches 
of history, a profound feeling of man's moral and material wants, 
and the light of philosophy, should govern in the teaching of 
a science, the object of which is to show us how those things 
which are intended to satisfy our wants are produced and dis- 
tributed among the several classes or individuals of a nation ; 
how they are exchanged one against another, and how they 
are consumed. 

The nineteenth century affords us something more than the 
admirable spectacle of the rapid and fertile development of 
mechanical power and natural forces. This is but one of the 
aspects, we might even say but one of the results, of the gen- 
eral progress of the human mind. The renovation of moral 
and intellectual studies has served as a starting point for the 
application to facts of the conquests of thought. Science has 
preceded art. 

In the foremost rank of the studies just referred to is philos- 
ophy^ which initiates us into the knowledge of human nature, 
the basis of right, and which translates its legitimate aspira- 
tions into a language which we can understand; history^ that 
prophetess of the truth, as one of the ancients called it, which 
places before us the faithful picture of times past, not by 
simply putting together a skeleton of facts, but by following 
the living progress of events and the organic development of 
institutions. Such, at least, has been the work of those noble 
minds who have consecrated their energies to the resuscitation 
of ages past, in their true shape, and such is the service for 
which we are indebted to them for the successful accomplish- 
ment of the reformation of historical studies, which they 
attempted with such rare devotion and such marvelous, sa- 
gacity. 

This renovation of historv has exerted the most fertile in- 
fluence in the region of philosophy, in that of law, and we 
believe that it will prove no less useful in that of Political Econ- 
omy. It has served to put us on our guard against being 
easily misled by a priori notions. 
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By exhibiting to us the results of the life and of the experi- 
ence of centuries, by teaching us by what steps the human 
mind has risen to its present eminence, and what the education 
given it in the past has been, it has enabled us to ascend from 
phenomena to the principles which preside over them; from 
facts to the law ; and it has substituted for arbitrary assump- 
tions and purely ideal systems, the slow but progressive work 
of the genius of nations. Not that it turns a deaf ear to the 
exalted lessons of philosophy, nor that it denies the eternal re- 
lotions resulting from the fiature of things. Far from it. On 
the contrary, it supplies a solid basis to intellectual investiga- 
tions, and, so to speak, an answer for all the moral sciences, to 
this saying of Rcederer: "Politics is a field which has been 
traversed thus far only in a balloon ; it is time to put foot on 
solid ground." 

Neither does history, as thus understood, confine itself to 
mere description ; it also assumes the office of judge. While 
it pulls down much that passion and inacciu^acy have reared, and 
thus restores respect for the past, it does not turn that past into 
a fetish. It looks it boldly in the face and questions it, instead 
of prostrating itself before it and worshipping it with downcast 
eyes. Thus, by plainly showing us the many bonds which tie 
us to it, it escapes at once both the rashness of impatience and 
the wearisomeness of routine. 

The impartiality it inculcates is not indifference; and there 
is no danger that the justice it metes out to past ages shall de- 
generate into a vain scepticism or a convenient optimism. 

The study of history, thus imderstood, has another advantage ; 
it accustoms us to those patient and disinterested investigations, 
to those lengthy labors, the positive result of which at first 
escapes us for a time, only to burst on oiu* eyes, with so much 
more brilliancy, when rigorous research has succeeded in dis- 
covering it. It frees us from the deadly constraint of immedi- 
ate utility. 

There is nothing more fatal to science than the feverish im- 
patience for results which obtains only too much in our own 
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days, and which induces people to run after him who is in the 
greatest hurry, and which leads to hasty conclusions. 

" Research undertaken from a disinterested love of science,** 
says the learned Hugo, one of the masters of the historical school 
of law in Germany,^ "that research which at first promises no 
other advantage but truth and the cultiu-e of the mind, is pre- 
cisely that which brings us the richest rewards. Would we 
not be behind, in all the sciences, if we had clung only to those 
principles, the utility of which in practice was already known? 
Do we not, to-day, from many a discovery, reap advantages of 
which its author never dreamed? " 

Doubtless this tendency, imless restrained by other demands, 
is not exempt from danger. We may be carried away by the 
attraction peculiar to these noble studies, withdraw into anti- 
quity and fall into a species of historical mysticism which ends 
in the affirmation, that whatever has been is true, absolutely, 
and which, instead of confining itself to the explanation of 
transitory phenomena, invests them with all the dignity of prin- 
ciples. We shall endeavor to avoid the peril pointed out "by 
Mallebranche. "Learned men study rather to acquire a 
chimerical greatness in the imagination of other men, than to 
acquire greater breadth and strength of mind themselves. 
They make their heads a kind of store-room, into which they 
gather, without order or discrimination, everything which has 
a look of erudition, — I mean to say everything which may 
seem rare or extraordinary and excite the wonder of other 
people. They glory in getting together, in this archaeological 
museum, antiques with nothing that is rich or solid about them, 
and the price of which depends on nothing but fancy, chance 
or passion." 

A display of eruditon may obscure the truth, and bury it im- 
der its weight, instead of bringing it out into relief By con- 
centrating the mind on the material vestiges of the past, it 
may withdraw it from the intellectual movement of the pres- 
ent, and give us a race of scholars, of great merit, doubtless, 

1 Introduction to the Civilistisches Magazin. 
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but who move about like strangers among their contempo- 
raries. 

Without a sense for the practical, and without ideas of an 
elevated nature, a person may, indeed, be a man of erudition — 
he cannot be a historian. As the proverb says, the forest can- 
not be seen, for the trees. That this noble study may bear its 
best and most useful fruit; that is, that it should preserve us 
against ambitious formulas and destructive chimeras, we 
must pursue another way. 

" The world," says Montaigne, " is incapable of curing it- 
self. It is so impatient of what burthens it, that it thinks only 
of how it shall rid itself of it, without inquiring at what price. 
A thousand examples show us that it cures itself ordinarily at 
its own cost. The getting rid of the present evil is not cure, 
unless there be a general amendment of condition. Good does 
not immediately succeed evil. One evil, and a worse, may 
follow another, like Caesar's assassins, who brought the 
republic to such a pass, that they had reason to repent the 
meddling with it." Such, too frequently, is the lot of those * 
who, abandoning themselves to their imagination, and with- 
out consulting the past, mix together promises of liberty and 
the despotism of Utopias which they would impose on nations 
under pretext of enfranchising them. Despising the work of 
the ages, they think they can build upon a soil shaken by des- 
truction and crumbled, imtil it may be likened to moving sand. 

Contempt for the past is associated with a passion for 
reform. Men think of destroying that which should only 
be transformed. They condemn everything that has been, 
unconditionally, and launch out towards a new future. The 
suffering which has been gone through irritates and troubles 
the mind. The work of pulling down is so easy, it is sup- 
posed that the work of building up is equally so. Hence sys- 
tems rise, as if the world were to begin anew. The pride of 
liberty and of human action becomes the principle of science ; 
and, like all new principles, it pretends to exclusive and abso- 
lute dominion. Rationalism governs; abstract philosophy 



6 Preliminary essay 

ignores the traditions and the requirements of the life of nations ; 
and finds now in it, as in geometry, nothing but principles and 
deductions. The memory of recent oppression causes us 
to act as Tarquin did, and to level down the higher classes in- 
stead of elevating the inferior. Liberty and equality then gov- 
ern by their negative side, instead of exercising the positive and 
beneficent influence they should have, to develop all forces to 
their utmost, to ennoble the mind, to give more elasticity to 
the soul and greater vigor to thought, to give birth to those 
varied forms and to that moral energy, which should bring us 
nearer to final equality in the bosom of God.^ 

We forget that no one is born free^ and that every one 
ought to endeavor to become so. 

Feindlich ist des Mannes Streben 

Mit zermalmender Gewalt 

Geht der Wilde durch des Leben 

Ohne Rast und Aufenthalt, — Schüler, 

and make himself worthy of liberty, by the exercise c^f manly 
virtue! Because the form has been changed, we believe that 
we have changed human nature. 

It is easy to understand, why, where these ideas prevail, the 
study of the past should be neglected and despised. Efforts 
are made to avoid it. Why, it is asked, revive memories of 
oppression and misery? The old world is wrecked. It is 
annihilated. Peace to its ashes! Or else, after it has been 
destroyed, it is sought for again ; and, under pretext of eradi- 
cating the evils existing in it, an attack is made on the eternal 
basis on which human society rests, on the laws not made by 
man, and which it is not given to man to change. The world 
becomes one vast laboratory, in which the rashest experiments 
are multiplied in number, in which mankind is but clay in the 
hands of the potter which every pretended " thinker " may 
mould at will, by giving him the false appearances of inde- 
pendence and of an emancipated being. 

> Dnnoyer^ De la Libert^ du Travail. 
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And, indeed, if the will of man be all-powerful, if states are 
to be distinguished from one another only by their boimdaries, 
if everything may be changed like the scenery in a play by a 
flourish of the magic wand of a system, if man may arbitrarily 
make the right, if nations can be put through evolutions like a 
regiment of troops; what a field would the world present for 
attempts at the realization of the wildest dreams, and what a 
temptation would be offered to take possession, by main force, 
of the government of human affairs, to destroy the rights of 
property and the rights of capital, to gratify ardent longings 
without trouble, and provide the much coveted means of en- 
joyment. The Titans have tried to scale the heavens, and 
have fallen into the most degrading materialism. Purely 
speculative dogmatism sinks into materialism. 

All is changed, both men and things. Yet we hear th<2 
same old style of declamation. There are those who wish to 
plough up the soil which the harrow of the revolution went 
over yesterday; and they believe they are marching in the 
way of progress. They do not see that they have mistaken 
their age, and that the bold attempts of the past have now 
come to possess a directly opposite meaning. Without stop- 
ping to inquire to what side the new world inclines, they re- 
peat the same words, and swear in verba magistri^ and go the 
road of destruction, believing themselves to be creating 4he 
world anew! 

Nothing is more natural than that these excesses should 
produce other excesses, in a contrary direction. Moved by 
hatred or fear of revolutionary absolutism, nations seek an 
asylimi in governmental absolutism, or they retrograde to- 
wards the middle ages, and consider the mutual bond of pro- 
tection and dependence of that period as the ideal and the 
realization of true liberty. History is no longer the organic 
development of social life, and man, like a soldier that 
thoughtlessly and capriciously has gone beyond his place of 
supplies, is obliged to retrace his steps. The reaction is 
dearly defined. The past is opposed to the present, not as a 
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lesson to be turned to advantage, but as a model which must 
be hastily accepted; and men become revolutionary in a back- 
ward direction. 

However, history, rigorously studied, knows neither these 
complaisances nor these weaknesses. It does not descend to 
the apotheosis of a past which cannot return again. Th e real 
historical spirit consists in rightly discerning what belongs to 
each epoch. I ts object i s, by no means, to call back the dead 
\J to life, but to ex plain why and hpw they lived . In harmony 
with a healthy philosophy, it assigns a limit to the vagaries of 
arbitrary will, beyond which the latter cannot go. It unceas- 
ingly calls us back, from the heights of abstraction, to positive 
facts and things. 

In the creation of systems, only one thing was wont to be 
forgotten, men, who were treated, in them, like so many 
ciphers; for intellectual despotism has this in common with all 
despotic authority. History teaches us that we can reach 
nothing great or lasting, but by addressing ourselves to the 
soul. If the soul decays, there can be no longer great thoughts 
or great actions. Society lives by the spirit which inhabits it. 
It may, for an instant, submit to the empire of force, but, in the 
long nm, it hearkens only to the voice of justice. It was thus 
that the greatest revolution which history records, that of 
Christianity, was accomplished. It addressed itself only to 
the soul; but by changing the hearts of men, it transformed 
society entirely. 

The violent struggle between an imperious dogmatism and 
an unintelligent and mistaken attempt at a retrogressive move- 
ment is resolved into a higher view, which permits the imion 
of conservatism and progress. Violent attempts and rash en- 
deavors made, threatened to bring contempt on the noblest 
teachings of philosophy, and to make them repulsive to man; 
and, on the other hand, a blind respect for the institutions con- 
secrated by history threatened to stifle all examination and all 
freedom of judgment. 

But a healthier doctrine has permitted us to understand, that 
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we are continuing the work of preceding generations: that we 7u>f*^^ 
are developing the germs which they successively sowed; ^^vUw 

thjit wo are perferting that y^h jch they had onlv sketched, and ^^p^ 
t hat we are letting drop that which has no support in the 
fif^jpl rr>r>/^i»i'rin r>f mon E vcry thing is connected : each, 
thin g is linked to every other : n< ;)thing is repeated . The 
hopes of sudden and total renovation, bas ed on absolute for - 
mulas, vanish before the touch of this solid study . This shows ^^ 
MS how firm and imshaken are those reforms which have be- 
gun by taking hold of the minds of men, the precise spirit of 
which had penetrated into the souls of whole nations before 
they had manifested themselves in facts. 

Law and Economy constitute a part of the life of nations in 
the same way that language and customs do. The power of 
history in no way contradicts the supremacy of reason. 

IL 

These two tendencies, the rationalistic and the historical, are 
everywhere found face to face. They carry on an eternal 
warfare, which is renewed in every age, under new names 
and new forms. Accomplished facts and renovating thought 
di\-ide the world between them. They at one time moderate 
its speed, and at others, spur it on its way. But these two 
forces, instead of compromising the destinies of humanity by 
their opposing action, maintain and balance them, as the con- 
trary impulses given by the hand of the Great Architect has 
peopled the universe with worlds which gravitate in space. 

Victor Cousin, a very competent authority on the subject, 
has said that the history of philosophy is the torch of philoso- 
phy itself. The remarkable works which have enriched it in 
this direction are well known. History, on its side, is en- 
lightened by philosophy. Thus, it teaches us not to despise 
facts, but at the same time not to be slaves to precedent. It 
does equal justice to the incredulous and to the fanatic, to too 
supple practitioners and to intractable theorizers. 
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.. ^^•!l^e, aiid not simply in the juridical sense 'at- 

ii by Ulpian. "Let us not," observes Portalis, 

■ 1 the physical order of nature, common to all ani- 

...iicü i'^in^js, with the natural law which is peculiar to man. 

■^Ww>-^i' mrfttral lüii\ the principles which govern man consid- 

•^i* <. ...s a moral being, that is, as an intelligent and free being, 

; i-Totl to live in the society of other beings, intelligent and 

* like himself."^ Ulpian's famous tripartite division, of nat- 

.. il law, ihe law of nations, and the civil law, is proof, from 

•iL- nii.aning he attaches to them, either of a misunderstand- 

irijLT or of the imperfect idea which the Stoics had conceived 

nl' the essence of natural law. In vain Cujas exhausted all 

the resources of his noble intellect to explain it.* 



Trench, and prefixed the present essay thereto as a preface. Since Wol- 
ow ski's translation app>earcd, the original work has gone through eleven edi- 
tions, been largely increased in size, and enriched witli new notes, the re- 
sult of nearly twenty additional years of research and thought. The thir- 
teenth German edition, from which the present translation is made, is larger 
than the first by one hundred and seventy pages. — Translator's note. 

• And he adds : " Animals which yield only to an impulse or blir.d instinct, 
come together only fortuitiously or periodically and in a manner destitute 
of all morality. But in the case of men, reason is mixed up more or less 
with every act of their lives. Sentiment is found side by side with desire, 
and right succeeds instinct. I discover a real contract in the union of the 
two sexes." 

It would be impossible to present a more complete or eloquent refutation 
of the definition of the Roman jurisconsults which debases marriage to the 
level of the promiscuous coming together of animals, and which limits the 
natural law to the law common to man and beast. ^Jus naturale est quod 
natura omnia animalia docuit; nam jus istud non humani generis proprium, 
M»i omnium animalium qua: in terra, quic in mare nascuntur, avium quoque 
commune est. llinc descendit maris atque femina: conjunctio, quam nos 
matrimonium appellamus, hinc liberorum procreatio, hinc educatio ; videmus 
etenim csctera quoque animalia, feras ctiam, istius juris peritia censeri." D. L. 
I, De Just et Jure. 

* Comment in tit. Dig., De Just et Jure, VII, i ith Naples edition. The in- 
genious argument of the great jurisconsult falls to the ground under the beauti- 
ful words of Cicero : " Ut justitia, ita jus sine ratione non consistit ; soli ratione 
utcntes jure ac lege vivunt" De Natura Deorum, II, 62. Virtus ratione 
constat, bruta? ratione non utuntur, cujus sunt expertia, ergo jure non virunt, 
et ut rationis, sic jures sunt expertia." Besides, Cujas himself recognizes 
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It is necessary to draw a distinction between physical law 
and the law {droit) of intelligent beings. Doubtless the ex- 
istence of men as well as that of animals is limited by time. 
They both live and die; but the soul escapes the necessities 
of material ivature. 

The moment there is question of rig/U^ intelligence governs, 
reason comes into play, and the science of right and wrong is 
apjx*aled to as a guide. Hence the natural law of the human 
NjH^cies is not the physical law which all creatures obey. 

It was necessary for us to insist upon these principles. It 
was necessary for us to show that there is a law independent 
of positive and local law, a law which is not the expression of 
an arbitrary will, but an emanation from the nature of things.* 

I lence come the features in common which we meet with 
every vvluTc, and the variable forms which develop law in har- 
mony \\\\\\ the special conditions of each civil society. 

We nuiHt descend into the very depths of human nature to 
tlimdver tliese eternal and permanent laws; and if the mere 
elliirl of tlie mind should not reach them directly, they might 
Ih* ilihidvered in the phenomena of the life of nations. His- 
tory allord.H us the counter-proof and confirmation of the phil- 
iisi(i|tliu al doctrine. 

'l*he development of society does not afford a mathemati- 
cal e\|>reHHion of these higher truths. It gives them a form 
w hi\ h iM unceasingly modified in the written law. The person 
who discovers in them nothing but an absolute rule, looks 
iipou the clumges as evidences of caprice or error. He alone 
uiKli'iHtands tlie revolutions of things who knows their cause 
auil the necessity which produces them. 



U'iw iuult\ und incomplete was the definition he was defending : "At ne jus 
t|uivU ui iwituraU', de quo agimus, est commune omnium animalium quatenus 
i.itiiiuali-, ih!, ht'd i|uulenus sensible est, scnsui congruit. Tullius participare 
i«tiiiiiiu lu I uni hrutis. co quod sentit, sed ratione ab eo differre. Et ah*o loco: 
|u^ ii4lui.4lr r».»»f commune omnium Quiritium, veluti ut se veh'nt tueri: sed 
li.n duiuii' hiMidncm a bellua, quod bellua sensu moveatur, homo etiam ra- 
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Solon was right when he gave the Athenians not the most 
perfect laws, but the best which they could bear. 

It is not in the attempts contemporary with the infancy of 
society, or nearly so, that we are to look for the complete reali- 
zation of the precepts of the natural law; for principles obey 
the rule laid down by Aristotle. " The nature of each thing 
is precisely that which constitutes its end; and when each be- 
ing has attained its entire development, we say that that is its 
own proper nature." ^ 

The ideas of natural law are purified in proportion as soci- 
ety grows enlightened and free; but the truth appears only 
successively in the phases it passes through. It allows us to 
grasp one aspect of itself after another, but does not surrender 
itself entirely, at any one moment, to the investigations of the 
historian or the jurisconsult. 

History and philosophy interpenetrate and complement one f 
another. 



m. 

The two schools, that of philosophy and that of history 
have met in our day, in the field of law. Who is there that 
does not remember the great and noble contest carried on, 
about the beginning of this century, between two descend- 
ants of Frenchmen who had sought a refuge in Germany, 
and who united in their own persons, and in so marvelous a 
manner, the different aptitudes of the country they owed their 
origin to, and of the land that gave them birth, — between Thi- 
baut and Savigny? 

It would be difficult to find a scientific question of a higher 
character, debated by champions more worthy to throw light 
upon it. 

The Code NctpoUan had appeared. It had, to use Rossi's 
happy expression, transferred into law the social revolution 

> Politics, I, ch. I, II. 
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produced by the destruction of privflege. It was the practical 
formula expressive of the conquests which had been made. 

The philosophy of the eighteenth cdntury had previously 
inspired the Prussian Code. And yet, it was on. the question of 
codification that this memorable controversy was carried on. 
The two principal combatants, while manfully battling, the one 
against the other, continued to hold each othef in high esteem, 
and the profound study of law was developed in the midst of • 
the melee. 

We cannot delay long on this subject, nor analyze the argu- 
ments advanced by Thibaut ^ and Savigny.* What interests 
us at present is not so much the question debated, as the 
intellectual movement to which it gave birth. Savigny sus- 
tained the ancient law, Thibaut attacked it. Numerous and 
distinguished jurisconsults ranged themselves on the one side 
and the other. A new school grew up which, with the most 
brilliant success, made law throw light on history and history 
on law. 

The application of the historical method to the study of law 
was productive of the most happy results. 

Without acknowledging it to themselves, the chiefs of the 
contending parties were each obeying a political impulse. 
Savigny was by his birth and his tastes carried into the camp 
of conservatism; Thibaut, led by his convictions, into the lib- 
eral ranks. Nevertheless, the natural elevation of their genius 
preserved them from all exaggeration. The glorious defender 
of tradition preserved a liberal spirit, and the ardent advocate 
of reform desired no upheaval. 

In what more nearly concerns the question with which we 
are now occupied, Savigny — while he maintained that law was 
something contingent, human, national; and while he brought 
out into relief the practical and exalted character of its succes- 
sive developments which introduced reform and guarded 

> Ueber die Noth wendigkeit eines Allgemeinen bürgerlichen Rechts fur 
Deutschland. 
* Vom Beruf unserer Zeit Hlr Gesetzgebung, etc. 
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against revolution — developments which, not confiding in the 
letter of the written law, unceasingly feed the living and 
created law, that law called in the energetic language of a 
great jurisconsult, a law €crü es cocurs des citoyens — is far from 
denying the importance of a high and healthy philosophy 
which directs man in the uninterrupted labor to which he is 
called, in the sphere of jimsprudence. 

Men can no more renounce law than language, the forms of 
which last they have gradually modified in order to better 
translate their thoughts into words. The legislator's task is 
the successive elaboration of obligatory provisions. He will 
sometimes oppose and sometimes second the natiu-al progress 
of law; but, in doing so, it will ever be necessary for him to 
ascend to the nature of things, and grasp their relations, if he 
would not go astray in practice, or lose himself among the 
successive and partial changes to which the illustrious Berlin 
professor would confine the legitimate ambition of legislative 
power. To go beyond this, in an age like ours, seemed to 
him to be a work of destruction. However, far fi*om denying 
the influence of thought, and therefore of philosophy, acting 
within its sphere, Savigny invokes its fertile aid. 

Thibaut, on the other hand, with more confidence in the 
powers of the spirit of modem times, did not believe a good 
codification to be impossible. His starting point had been a 
cry for national independence He well knew how much vene- 
ration was due those institutions which were the slow and pro- 
gressive work of national genius, and what was the power they 
possessed. He wished, therefore, to reform, not to abolish 
them. He well imderstood that the greatness of the Code No- 
polebn itself, and the respect which it inspired were due to the 
fact that its roots ran deep into the soil of the past, even while 
the modem idea it contained shone like a bright light in the 
world of things. Hence, without contesting the value of his- 
tory, he refiised to acknowledge its right to exclusive reign.* 

1 In one of his latest productions (Ueber die sogcnnante historische und 
nicht historische Rechtsschule, Archives du Droit Civil, Heidelberg, XXI 
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The life and activity prevailing in the study of law, and the 
brilliant successes that study has recently achieved, are due, in 
great part, to the illustrious representatives of the historical 
school. We may add, here, that the French historical school, 
which has so worthily inherited the spirit of Montesquieu, has 
not achieved less in this direction than the older German 
school. It has reconciled the opposing but not mutually hos- 

1838) the veteran of the philosophical school, resuming a debate begun a quar- 
ter of a century before, energetically defends himself against the erroneous in- 
terpretations which it was sought to give to his thoughts. ** Does it follow/' 
he inquires, " that because a man is desirous of reform, he must surrender 
the study of the past? And if there be new laws to construe, how could his 
evil genius deter him from the necessary knowledge of ancient laws? Is 
there a single jurisconsult, who, in the hope of a better future, despises the 

meaning and spirit of that which still exists? I do not know even one 

And when I am accused of passing by the institutions of the past with cold- 
ness and hatred in my heart, because I was one of the first to express the 
hope of a better futiu-e, a charge is laid at my door which is perfectly incom- 
prehensible .... I am reproached with despising the history of law. It 
is a slander on me. Altliough I have only laughed at these reports, one 

man*s mistake grieved me; for that man's name was Niebuhr When 

he [Niebuhr] returned from Italy to devote himself entirely to science, in 
his retreat at Bonn, he passed through Heidelberg, where he remained five 
or six days. During a great part of that time we came frequently together. 
He was at first a little cold ; but Cicero made us friends. After a hiq>py 
word let drop concerning that writer, he asked me what I thought of him. 
I answered laconically : * If they were burning all the Latin authors, and 
I were permited to grant a pardon to one of them, I should say, without 
hesitation: Spare the works of Cicero.* He joyfully exclaimed: *I have 
at last found a man who judges rightly of Cicero. I share your admiration 
for him, and that is the reason I have given my boy the name of Marcus.* 
The ice was now broken, and he frankly told me that he could not under- 
stand how I could be an inveterate enemy of Roman law and of the history 
of law. I gave him to understand that 1 had simply been slandered, and I 
added, that, in order to live entirely with the classics, I had always refused 
to give legal advice, or act as a counsellor, although I might have made a 
fortune in that way. I told him that 1 owed my gayety and vigor, in great 
part, to my love for the classics of all ages, even those outside the donuun 
of jurisprudence; but that I held, above all things, to the good qualities of 
the German nation, and that I did not hesitate to sav with FaccioUtus: 
•Expedit omnes gentes Romanis legibus operam dare, suis vivere.* 
*^ When he heard those words of mine, he exclaimed with his usual energy 
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tile, tendencies of Savigny and Thibaut. It has conscien- 
tiously scrutinized facts to show their concatenation, and to 
allow their meaning and bearing to be clearly grasped. A 
French jurisconsult, who is at the same time our highest au- 
thority in the natural law, opened the way by his excellent es- 
says on the necessity of reforming the historical studies appli- 
cable to law ; on the influence of the legists on French civiliza- 
tion * etc. ; and by his prefaces, equal in value to whole works, 
on hypothecation, sales, loans, partnership, charter-parties etc. 
He may truly be said to have renewed the ancient and prolific 
alliance of history and law. 

Instead of pursuing a pure abstraction, this historical school 
has confined itself to the knowledge of the life of man and the 
evolution of society. It has applied to law, with what success 
is well known, the principle which has regenerated the social 
sciences, philosophy, letters, history, Political Economy, — sci- 
ences which are, so to speak, different provinces of one intel- 
lectual empire, which interpenetrate one another without being 
confounded one with another, between which no jealous bar- 
rier should be raised, and between which reciprocity of ex- 
change should be encouraged by the suppression of factitious 
duties, which have existed only too long. 



and Tivadtj : * Habes me consentientcm, labcs mc conscnticntem.' From 
that moment all coldness between us was at an end, and we approached^ 
without any embarrassment, a host of questions in one conversation in 
which I endeavored, as I had before, to learn from him. 

" Thus I receive with sincere gratitude, all the works, both useful and pro- 
found, which have appeared in our day on the history of law. It would be 
follj in me to deny the impetus which the study of positive law has re- 
ceived. New sources have been discovered. Their newness and import- 
ance have excited the zeal of many scholars who have studied them pro- 
foundly ; a fact which made a review of the older sources, still by far the 
most important, necessary. These two circumstances soon rendered it im- 
perative to proceed to the making of scrupulous dogmatic researches. ThuR 
there now is a new life among jurisconsults, and a great activity, which, it 
u my hope, may continue long.*' 

* Revue de L^gisl. et de Jurisprudence, 1834-35. 

Vol. I. — 2 
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IV. 



We need not dwell any longer on the character of the his- 
torical method as applied to law, nor on the services it has 
already rendered. On this point, there can be no two opinions. 
And, if any one wonders that we should speak of it at all, in a 
work on Political Economy, we can only say to him, that we 
have done so to call his attention to an instructive precedent, 
and for the further reason that the same method is peculiarly 
well adapted to the study of Political Economy. Its advantages 
are the same here, its tendencies the same, and the same mo- 
tives exist to induce us to use it here. In describing the suc- 
cessive phases of the question in the case of law, we have 
performed an important part of the task we had imposed upon 
ourselves, of vindicating the employment of the historical 
method, in the sphere of Political Economy. 

The study of history is the best and most powerful antidote 
against social romances and ideal fancies. Franjois Beau- 
douin was right when he said: " Cceca sine historia jurisprnr 
dentia;'''' and we are very sure that, without history as an 
element in it. Political Economy runs a great risk of walking 
blindfold. 

The human mind has need of being able to know where it 
is at any moment, surrounded, as it is, by so many roads, run- 
ning in so many different directions. It ought to account to 
itself for its progress, its deviations from the right path, and 
for its mistakes.^ History alone can throw any light on ques- 
tions which are not simply intellectual curiosities, but which, 
rather, are most deeply concerned with the vital interests of 
society. It confirms the noble teachings of philosophy, by 
showing how our life is made up of one unchanging tissue of 
relations, and how man, even if he may vary their colors, and 
change their design, cannot renew their texture. 

It teaches us to admire nothing, and to despise nothing, be- 

* Rossi, 
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yond measure. It enlightens us concerning questions of a 
^'ery complicated nature. Witnessing the evolutions of hu- 
manity, following the development of social facts and theories, 
we better discern principles, and grow wary in relation to the 
alchemists of thought, who imagine that society may be made 
to undergo a transformation between the rising and the setting 
of the sun. 

As there is a natural law, so, too, there are certain princi- 
ples of Political Economy which emanate from philosophy, and 
may be reduced to one supreme principle ; that of liberty and 
responsibility. The domain of Political Economy is the labor 
of generations. But we reject wuth all our strength, the ma- 
terialistic doctrine which, inexplicably confusing matters, en- 
deavors to assimilate ideas so distinct as intelligence and 
things; and which would descend so low as to employ the 
d vnamometer to measure the creative force of man and its re- 
suits, and which sees only figures where there is a living soul. 

Man is an intelligent being, served by organs,^ by j[>ersotial 
organs, wüth which the Creator has endowed him, by giving 
him a body provided with marvellous aptitudes, by external 
organs which he finds in nature subjected to his power. Man 
was created in the image of God, say the Scriptures, and 
these words contain a deep meaning. He alone, of all terres- 
trial beings, possesses a spark of divine intelligence. He alone 
has been called to pursue the magnificent work of creation, by 
gi\nng a new face to a world to which he cannot add so much 
as an atom. 

Labor is nothing but the action of spirit on itself and on 
matter.* Hence its dignity and grandeur. Hence, also, the 
diflSculties in the way of economic studies; since, to consider 
them only as concerned with questions of material production, 
is to forget that the products of industry are made for man, 
not man for industrial products; to ignore the close relation- 

» M. de Bonald. 

* Af. Cousin has brought this out in an admirable manner in his lectures 
on Adam Smith. Cours de Philosophie Moderne. 
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'. iK .iiion, even from a material stand-point, be- 

•i interest and the most important duty of 

■■■ \\ (Upends the efficiency of labor? 

:• ihai, after along series of years, the doctrine 

!uul permeated the law of the civilized world; 

;}iiii the leaching of Paul, that all men are chil- 

I '.iiliL r, took form and body, and that the principle 

. .lily of all men before their Maker, was supple- 

^ iIk- doctrine and by the practice of that equality 

■ Kiws, the thinking masses have endeavored to dis- 

\\ iierefore of their actions, and the why of their suf- 

They have called the past to accoimt, and inquired 

:» \ have obtained so limited a share. 

jK-nj^le, therefore, think; and it is, therefore, a matter of 

: lance that they should think aright. It is of importance, 

iiiy should be guarded against fallacious Utopian prom- 

1 lenceforth, there is no security for the stability of the 

!ii hut in the contentment of minds. There is no rest for 

L:ikind, unless men will understand the conditions of their 

iv^iiny: unless, instead of running, 

" Toujours insatiable et jamais assouvis,*' 

. tu r the intoxicating cup of material enjoyment — for wants 
;!< »t «governed by the intellect and the heart are infinite in nimi- 
hor, and the gratification of one gives birth to another — they 
>uhmit to the law of sacrifice, and give play to the noblest 
taculty with which the Creator has endowed us, moral empire 
<»ver self. 

We shall meet on this road, hard of ascent, not only peace 
of soul, but goods, more real and more numerous, than those 
with which the aUurements of error would dazzle our eyes. 
The greatest obstacles to be overcome are not material ones, 
but moral difficulties. As Franklin says, in substance, he that 
tells you you can succeed, in any way but by labor and econ- 
omy, is a quack. 

But labor is more productive in proportion as it is more in- 
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telligent, as hand and mind keep pace with each other, as 
good moral habits generate order and voluntary discipline. 

Economy is sacrifice, binding the present to the future, 
widening the horizon of thought, inspiring foresight, lengthen- 
ing the lever of human activity, by providing it with new in- 
struments. 

Lite ceases to be a worry about how the body shall be sus- 
tained, and the material world becomes the shadow of the 
spiritual. The former is made to serve the latter, and man's 
free effort lifts him into a higher region of thought, and into a 
larger field of action. The more mind there is put into a piece 
of work, says Channing, the more it is worth. 

We, men of to-day, are lookers-on at a marvelous spectacle. 
Steam furrows the earth. Industry has taken an immense 
start. Mechanical force bends the most rebellious materials. 
Chemistry, physics and the natural sciences are discovering a 
new world. But whence all this? What is the principle of 
this new life? We answer: intellectual and moral progress. 
Mind has grown ; the soul has been expanded. God has per- 
mitted man to be free, and furnished him with the means to 
be so. 

Thus man, as Mignet has said, becomes that mighty creatiu^e 
to whom God has given the earth for the vast theater of his 
action, the universe as the inexhaustible object of his knowl- 
edge, the forces of nature for the growing service of his wants, 
by allowing him, by ever increasing information, to obtain an 
ever increasing amount of well-being. 

Man is free. — 1789 put in action the sublime precept of the 
gospel. He holds his destiny in his own hands. But the 
rights which he enjoys impose new duties on him. 11 equality 
be the sentiment which predominates in our day, we should 
take care not to confound it with the leveling of Communism. 
Nor is it externally to us, but within ourselves, that it shoiild 
be developed, by intellectual and moral culture. 

History preserves the student from being led astray by a too 
servile adherence to any system. It exposes the folly of the 
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"social contract," and of the idyllic dreams of the advantages 
of savage life. It shows that nature, instead of being prodigal 
of her treasures, distributes them with a niggardly hand, and 
that it is necessary to conquer her by labor, intelligence and pa- 
tience before we can control her. 

It shows us human liberty growing stronger every day, 
thanks to moral and intellectual progress, supported by the 
two powerful props of property, the complement of man, the 
material reflection of his spiritual power; and capital, the fruit 
of abstinence, the symbol of moral power and the result of 
enlightened activity. 

History walks with a firm step, because it feels secure in a 
knowledge of the laws of human nature, and in its experience 
of the sucessive manifestations of social life. Instead of the 
vagueness of ideal conceptions, it allows us to grasp and to 
appreciate what is real in life. It does not confine itself to the 
study of man. It makes us acquainted with men^ whose 
wants extend and are ennobled in proportion to the perfection 
of their faculties. The feelings and the intellect are simul- 
taneously developed in man. The savage is the most egotis- 
tical of men. 

Hence, we believe that Political Economy cannot dispense 
with the services of morals and philosophy, of history and 
law; for these are branches of one common trunk, through 
all of which the selfsame sap circulates. 



V. 



The isolation of the theory of Political Economy is peculiar 
to our own day. In more remote times, we find this study 
ccmfoimded with the other moral sciences, of which it was an 
integral part. When the genius of Adam Smith gave it a 
distinct character, he did not desire to separate it fi*om those 
branches of knowledge without which it could only remain a 
bleached plant from the absence of the sunlight of ethics. 
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We must renounce the singular idea,' that thousands of 
years could pass away without leaviug any trace of what en- 
lightened men had thought and elaborated in the matter of 
Political Economy, among so many nations, and that people 
should ne\-er have thought of cultivating this rich intellectual 
domain, while in every other direction, it is easy for us to as- 
cend by a road already cleared up to the most remote antiquity. 

It has already been acknowledged, that the classic domain, 
fertilized by intellectual culture on a large scale and on a small 
one, was exceedingly rich in valuable indications, although 
they do not present themselves under the distinct form, which 
later affected the different branches of public life. 

As to the pretended primitive simplicity of the middle ages, 
which it is claimed, prevailed during that period, a species of 
economic vegetation, those who maintain it forget the long 
series of communistic theories which, at near inter\'als, found 
expression in many a bloody struggle, and whose repression re- 
quired the combined efforts of Chiu-ch and Slate, 

Doubtless, it is not in their modern forms that the elements 
of poltlico-economical science are to be found, in the past. But 
when we succeed in reum'ling the scattered and broken parts ; 
when we have made our way into the customs, decrees, ordi- 
nances, capitularies, laws and regulations of those times ; when, 
so to speak, we come, unaware, upon the life of nations, in the 
most ingenuous and confidential documents which reflect it 
most faithluUy because most simply, we may well be astonished 
at the results obtained. Where we expected, perhaps, to find 
only erudition, we reap a rich harvest of lessons which arc all 
the more valuable for being disinterested. 

Legislative and adminbtrative acts frequently develop real 
economic doctrines. It is easy to discover in them the onward 
course of a theory which plunges directly into practical applf»-! 
cations. 

What results might we not expect from these efforts, if tl 



' Kniet. Die politische CEbonomic vi 
Methode, Braunschweig, 1853. 
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y supposed, when, in sketching a short history of the pro* 
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gress of Political Economy, he said: "However, every kind 
of history has a right to gratify curiosity." It is a thing to be 
regretted, that this eminent thinker could thus ignore one of 
the essential elements of the science to which he rendered 
such great and unquestioned services. A sense for the his- 
torical was wanting in him. " The history of a science," he 
writes,^ " is not like the narration of things that have happened. 
What would it profit us to make a collection of absurd opin- 
ions, of decried doctrines which deserved to be decried ? It 
would be at once useless and fastidious to thus exhume them 
in case we perfectly knew the public economy of social bod- 
ies. It can be of little concern to us to learn what our pred- 
ecessors have dreamed about this subject, and to describe the 
long series of mistakes in practice which have retarded man's 
progress in the research after truth. Error is a thing to be 
forgotten, not learned." As if that which was once to be 
found in time is not to-day to be found in space ; as if there 
ever was an institution that did not have its raison d* itre and 
had not constituted a resting place in the search after a higher 
truth or of a more intelligent and salutary application of an old 
one! There are a great many actual systems and a great 
many present facts which can be understood only by the help 
of history; and how frequently would not an acquaintance 
with history serve to keep us from taking fof marvelous in- 
ventions the antiquated machinery of other ages, whose only 
advantage and only merit are that they have remained un- 
known. How much of the pretended daring of innovators has 
been old trumperj- which the wisdom of the times had cast 
off as rubbish. Besides, as Bacon has said: "Venmitamen 
saepe necessarium est, quod non est optimum." 



» Cours Complet d' Economic politique, II, 540, dd. Guillaumin. 
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VII. 

It is not the resiilt of mere chance that the greatest econo- 
mists have been both historians and philosophers. We need 
only mention Adam Smith, Turgot, Malthus, Sismondi, Droz, 
Rossi and Leon Faucher. It is too frequently forgotten that 
the father of modem Political Economy, Adam Smith, looked 
upon the science as only one part of the course of moral phi- 
losophy which he taught at Glasgow, and which embraced 
four divisions: 

1. Universal theology. — The existence and attributes of 
God; principles or faculties of the human mind, the basis of 
religion. 

2. Ethics. — Theory of the moral sentiments. 

3. Moral -principles relating to justice. — In this, as we learn 
from one of Adam Smith's pupils in a sketch preserved by 
David Stewart, he followed a plan which seems to have been 
suggested to him by Montesquieu. He endeavored to trace the 
successive advances of jimsprudence from the most barbarous 
times to the most polished. He carefully showed how the 
arts which minister to subsistence, and to the accumulation of 
property, act on laws and governments, and are productive 
of advances and changes in them analogous to those they ex- 
perience themselves. 

In the first part of his course, as we learn from the same 
authority, he examined the various political regulations not 
foimded on the principle of justice but in expediency, the 
object of which is to increase the wealth, the power and the 
prosperity of the state. From this point of view, he consid- 
ered the political institutions relating to commerce, finance, the 
ecclesiastical and military establishments. His lectures on the 
different subjects constitute the substance of the work he after- 
wards published on the wealth of nations. A pupil of Hut- 
cheson, Adam Smith always applied the experimental method, 
** which, instead of losing itself in magnificent and hazardous 
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'not recall Turgot's historical rc- 



«dnction, his work on Population, 

"^ that he was professor of history 
^* Ac coDege of the East India Com- 
sjepe necessarniin e.* "^^ 

_ ' Yi this subject. The wr)rks of the 

' Cours CüiupI. • .r j. V|T« mentioned are too well known 

"* '**kik that they excluded historv and 
*^ * ^odv of P^^*^^^' Economy. Hence 
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- jiscn up in Germany,^ and which is cn- 

• r 1 Political Economy what Savigny, Eich- 

^l■»lnnlSL•n, Rudorff, and so many other illus- 

iw done for jurisprudence, cannot be rightly 

■mss. It has done nothing but unfurl the noble 

■V ihc most venerated masters of the science. 



VIII. 

!n.*;id of this school stands William Roscher, profes- 

: ' -iincal Economy at the University of Leipzig, whose 

■1 work, The Principles of Political Economy, in which 

.i'>ws //ic historical method^ we have just translated. 

.;in Roscher is (1857) scarcely forty years of age. He 

iiorn at Hanover, October 21, 1817. His laborious 

. >iinple life is that of a worthy representative of the science. 

'^ «>u ask me," he wrote us recently, "to give you some in- 

•ination concerning the incidents of my life. I have, thank 

» F^'d, but very little to tell you. Lives whose history it is in- 

• resting to relate are seldom happy lives." He confined 

i:irnself to giving us a few dates which are, so to say, the 

hmdmarks of a career full of usefulness. Roscher, from 1835 

to 1S39, studied jurisprudence and philology at the imiver- 

sities of Göttingen and Berlin. The learned teachers who ex- 

' We here append an extract from Heinrich ContzeH^s Geschichte, Liter- 
atur, und Bedeutung der Nationalökonomie, Casscl und Leipzig, 1876, p. 7: 
" Roscher .... is rightfully considered the real founder and the principal rep- 
resentative of the historical school. This school is continually gaining in 
extent, and has found, both in Germany and in France, the most distin- 
guished disciples — men who honor Roscher as their teacher and master, the 
leader whose beacon light they follow. Roscher combines the richest posi- 
tive learning with rare clearness and plastic beauty in the presentation of 
his thought These are conceded to him on every hand ; and it does not de- 
tract from him, or alter the fact that he possesses them, that, here and there, an 
ill-humored or maliciously snappish critic calls them in question.** It should 
be borne in mind here that Wolowski ^\Tote in 1857; Contzen, like Wolow 
ski, a politico-economical writer of mark, in 1876. — Translator's note* 
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ercised the greatest influence on his intellectual development 
were the historians Gervinus and Ranke, the philologist K. O. 
Müller and the Germanist Albrecht. It is easy to see that he 
went to a good school, and that he profited by it. He was 
made doctor in 1838; admitted in 1840 as Privat-doccni at 
Göttingen ; appointed in 1843 professor extraordinary at the 
same imiversity, and called in 1844 to fill the chair of titular 
professor at Erlangen. Since 1848 he has acted in the same 
capacity in the University of Leipzig, where he was for six 
years member of the Poor Board, where he teaches also in the 
agricultural college. His fame has grown rapidly. Many of 
the German universities have emulated one another for the 
honor of possessing him, but he has not been willing to leave 
Leipzig. His first remarkable work was his doctor's thesis: 
De historic(ß doctriruB apud sophistas majores vesttgtis^ written 
in 1838. In 1842, he published his excellent work, which has 
since become classical: "The Life, Labors and age of Thu- 
cydides." ^ From that time, important works, all bearing the 
stamp of varied and profound scientific acquirements, and of 
an erudition remarkable for sagacity and elegance, have fol- 
lowed one another without interruption. In 1843, he treated 
the question of luxury * with a master hand, and laid the foun- 
dation of his great work — only the first part of which has 
thus far appeared — at the same time tracing on a large scale 
the programme of a course of Political Economy according 
to the historical method.^ In 1844, he published his historical 
study on Socialism and Communism,* and in 1845 and 1846, 
his ideas on the politics and the statistics of systems of agri- 
culture. He is, besides, author of an excellent work on the 

' Leben, Werk und Zeitalter des Thukvdides. 

^ Rau*s Archiv., Heidelberg. This remarkable essay has since appeared in 
Roschcr^s Ansichten der Volkswirthschatt vom geschichtlichen Standpunkte, 
j86i. — Translator's note. 

* Grundriss zu Vorlesungen über die Staatswirthschaft nachgeschichtlichct 
Methode. 

* Berliner Zeitschrift für allgem.- Geschichte. 
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corn-trade ;' of a remarkable book on the colonial system ;'^ of a 
sketch on the three forms of the state f of a memoir on the re- 
lations between Political Economy and classical antiquity;* of 
a work of the greatest interest, on the history of economic 
doctrines in England in the sixteenth and seventeenth centu- 
ries — a work full of the most curious researches;* of a book on 
the economic principle of forest economy,® and lastly, of the 
great work, the first part of which we have translated, under the 
title of The Principles of Political Economy, and which is to 
be completed by the successive publication of three other vol- 
umes, on the Political Economy of Agriculture, and the related 
branches of primitive production, the Political Economy of 
Industry and Commerce, and one on the Political Economy of 
the State and the Commune. This work, when completed, 
will be a real cyclopedia of the science.'' 

Side by side with William Roscher, we must mention a 



' Ueber Korn Handel und Theuerungspolitik, 3d ed., 1852. 

* Untersuchungen über das Kolonialwesen. 

* Umrisse zur Naturlehre der drei Staatsformen (Berliner Zeitschrift, 1847- 
1S48). 

* Ueber das Verhältniss der Nationalökonomie zum klassischen Alter- 
thume (K. Sachs Akademie der Wissenschaft, 1849). Also to be found in 
Roscher's Ansichten etc. — Translator. 

» Zur Geschichte der englischen Volkswirthschaftslehre im 16 und 17 Jahrh. 

* Ein nationalökonom. Princep der Forstwirthschaft. 

' Roscker''s complete work he calls " A System of Political Economy." It 
embraces the four parts above referred to ; but each of these parts constitutes 
an independent work. The first part, or the Principles of Political Economy, 
covers the ground generally covered by English treatises on Political Econ- 
omy. 

Besides the works above mentioned, Professor Roscher has written Ansich- 
ten der Volkswirtl>schaft aus dem geschichtlichen Standpunkte, 2d ed., Leip- 
zig, 1861 ; Die deutche Nationalökonomik an der Grenzscheide des sechs- 
zehnten und siebenzehnten Jahrhunderts, Leipzig, 1862 ; Gründungsgeschi- 
chte des Zollvereins, Berlin, 1870; Betrachtungen tiber die geographische 
Lage der grossen Städte, Leipzig, 1871; Bertrachtungen über die Währungs- 
frage der deutschen Münzreform, Berlin, 1872; Geschichte der National- 
ökonomik in Deutschland, Munich, 1874; Nationalökonomik des Acker- 
baues, 8th ed., Stuttgart, 1875. — Translator's note. 
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; idicc existing against this 

Mingle carried on formeriy, 

iiich inclines people to sup- 

ms towards the political doc- 

!> hostile to the liberal spirit 

III be farther from the truth. 

> and Ilildebrand are sufficient to 

ir works, inspired by an enlight- 

:.ni allow of such a misconstruction, 

w does not consist in the worship of 

"n the depreciation of the present. It 

-^sion of phenomena as a fluctuation of 

: purpose. On the contrary, the histor- 

./A?s wonderfully well with the wants of 

I'lie changes accomplished bear testimony 

iiive power of man, acting within the limit 

the degrees of intelligence reached, of the' 

■ li )rals, and of individual liberty. The philos- 

il Economy, which is the result of this calm 

tiom the passions of party — for science ac- 

no adherence to party — is like that of law% op- 

.'. more or less, ingenious or rash dreams, which 

^ iild over again in thought. In showing how, at 

lutnanity has understood and applied the principles 

w'vn the production of wealth, it may say, with the 

jurisconsult: "Justitiam namque colimus .... sequum 

.i:c» separantes veram nisi fallor philosophiam, non 

lam aßectantes." "The human mind," says Rossi, 

• avoring to attain to a knowledge of itself, estimating its 

:Lith, taking a method, and applying it with a conscious- 

-- it[ its mode of procedure to the knowledge of all things; 

!i is philosophy. Without it, there is no science in any 

inch of human knowledge." Thus do we rise, with the aid 

f a critical mind, by careful investigation and great sagacity, 

:•> the truths founded on observations made. 
Vol. I.-3 
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IX. 

There is another method, which, starting out from prin- 
ciples, evident of themselves, develops science by way of 
conclusions drawn, after the manner of the geometricians. 
The apparent severity and simplicity of this method are very 
seductive, and verj' dangerous, when we have to deal not with 
figures, but with men; when the varied, complex and delicate 
exigencies which accumulate when human nature comes into 
play do not exactly square with the formula; and, when in- 
stead of dealing with abstractions, we have to tackle realities. 
One of our venerated teachers, the illustrious Rossi, thought 
he might remove the difficulty by drawing a distinction be- 
tween fiirc Political Economy and applied Political Economy. 
It is not without a certain amoimt of hesitation that we dare 
differ with so high an authority; but confess we must, this dis- 
tinction is far from satisfying us. The doubt it has left in oiu* 
mind has been the principal cause which has inclined us to 
the historical method. " Rational Political Economy," says 
Rossi, " is the science which investigates the natiu^e, the causes 
and the movement of wealth, by basing itself on the general 
and constant facts of human nature, and of the external world. 
In applied Political Economy, the science is taken as the mean. 
Account is taken of external facts. Nationality, time and 
place play an important part." 

Let us for a moment accept these definitions; what is the 
consequence? That there are two sciences, the one of which, 
purely speculative, has more to do with philosophy than with 
the permanent conflicts which agitate the world; the other of 
which could not alone furnish us with rules in practice, nor 
with a formulary- for the measures to be taken in a given 
case, since* such a pretension would be both vain and ridicu- 
lous, but which would inform the practical judgment of men 
charged with the solution of the numberless difficult and com- 
plicated questions which come up every day. If pure science 
refuses to interfere in the afiairs of this world; if, as the learned 
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originator of the doctrine we are just now considering gives 
us to understand, it would compromise the solution of ques- 
tions by the intoxication of logic, and the ambition of perfect 
sj'^stera; if, consequently, it is to be worshipped like a mo- 
tionless and inactive divinity, how could this platonic satisfac- 
tion suffice us? Would not the opponents of economic doc- 
trines be disposed to acknowledge all the principles, provided 
the consequences to be drawn from them were left to them- 
selves; and would they not come to us, bristling with argu- 
ments drawn from the circumstances of nationality, time and 
space, to refute the possibility of applying pure science? 

On ne voincra jamais les Romains que dans Rome. 

This, therefore, is the ground we must explore. We must 
develop applied Political Economy which takes cognizance of 
external circumstances. To do this, no one will question that 
the best and most decisive of methods is the historical, which 
concerns itself with time, space and nationality, and which 
leads to proper reformation where reformation is wanted. 

Moreover, principles will be no less firmly established by 
historical induction than by dogmatic deduction, and, more- 
over, science will be inseparable from art. We are not of 
those who deny principles, or who challenge them. What 
we desire is, that they should not be worshiped as fetiches, 
but that they should enter into the very life-blood of nations. 

Further: the abstract deductions of pure science do not 
leave us without disquietude, since they treat man much more 
like a material than like a moral force. Under the vigorous 
procedure of speculative mathematics, man becomes a constant 
quantity for all times and all countries, whereas he is, in real- 
ity, a variable quantity. All the elements put in play are 
ideal entities, the reverse of which we find in poetry, where 

Tout prend un corps, une ame,un esprit, un visage! 

and where everything loses the character of life, and is trans- 
formed into inanimate units. Man is something different from 
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the sum of the services he may be made to render, and from 
the sum of enjoyments which may be procured for him. We 
must not run the risk of lowering him to the level of a living 
tool; and from the moment that we are required to take his 
moral destiny into account, what becomes of abstract calcula- 
tion? 

X. 

We have been wrong, says Rossi, in reproaching Quesnay 
for his famous laissez /aire, htssez fasser, which is pure sci- 
ence. We, also, are of opinion that the reproach was ill 
founded, for it proceeded from a wrong conception of the 
principle itself. But it seems to us that, far from condemning 
this doctrine in its serious application, the historical method 
may ser^'e to explain and to justify it. Employing less of 
rigidity and dryness in form, it reaches consequences more in 
harmony with social life. But it is not to be imagined that 
we do not meet in this way with many ancient and glorious 
precedents. The great principles of industrial liberty, as well 
as those of commercial liberty, originated in France. For- 
bonnais was right when he said: "We may congratulate 
ourselves on being able to find, in our old books and ancient 
ordinances, wherewith to vindicate for ourselves the right to 
that light which we generally supposed to have been revealed 
to the English and Dutch before us." The further Forbonnais 
carried his researches into our annals, the greater the number 
of traces of opposition to the prejudices in favor of exclusion 
and monopoly, so long made principles of administrative pol- 
icy, did he find.' 

The famous axiom, lahsez/atrc^ and laissez passer, the sub- 
versive tendencies of which people aflect to condemn, was not 
invented by Quesnay. He only gave a sdentific bearing to 
what was the inspiration of a merchant called Legendre. 
The latter, consulted by Colbert on the best means of pro- 

■ Recherch«« *ur le* FiruDce« de FiaaBt. 
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tecting commerce, dropped these words which have since be- 
come so celebrated. 

We must not lose sight of their real meaning, nor misun- 
derstand the intention which dictated them. What Quesnay 
said was this: "Let everything alone which is injurious, 
neither to good morals, nor to liberty, nor to property, nor to 
personal security. Allow everything to be sold which has 
been produced without crime." And he added: "Only free- 
dom judges aright; only competition never sells too dear, and 
always pays a reasonable and legitimate price." Far from 
being the absence of rule, liberty is the rule itself. To laisser 
faire the good is to prevent evil.* 

There is need of institutions to complete the exercise of the 
independence acquired by labor, and of laws to regulate that 
exercise. The laisser faire and laisser passer of economists is, 
in no way, like the absolute formula, which some have de- 
nounced and others sought to utilize, as relieving authority of 
all care and all intervention. 

To imderstand this maxim aright, we must go back to the 
oppressive regime of ancient society. Quesnay's formula was, 
first of all, a protest against the restraints which hampered the 
free development of labor. But it did not tend to abrogate 
the office of legislator, nor to deprive society or the individual 
of the support of the public power which watches over the 
Mfillment of our destiny. 

It may have seemed convenient to find in the gravity of a 
politico-economical principle, an excuse for the sweets of legis- 
lative and administrativeyar niente^ but it is generally conceded 
that the lole of authority has grown, rather than diminished, 
under the regime of the liberty of labor. The task is, in our 
days, a hard one, both for individuals and nations; for liberty 
dispenses its favors only to the masculine virtues of a labori- 
ous and an enlightened people. 

Liberty is not license. It refuses to bend imder the yoke, 

Fridirk Passy^ de la Contrainte et de la Liberty 
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but it submits to rule. The mission of authority is not to con- 
strain, but to counsel; not to command, but to help accom- 
plish ; not to absorb individual activity, but to develop it. It 
does not pretend to raise a convenient indifference on the part 
of government, nor the indolent withdrawal of all protective 
influence to the dignity of a principle. To say, on the other 
hand, that the laisser fairc and latsser passer of the economists 
means: Let robbery alone; let fraud alone etc., is to amuse 
one's self playing upon words, and to argue in a manner un- 
worthy of any serious answer. Under pretext of painting a 
pictiu-e of economic doctrine, we are given its caricature. 
Such has never been the system, to the elaboration of which 
the purest hearts and noblest intellects have devoted them- 
selves. A negation does not constitute the science of Political 
Economy. 

It is very convenient to inclose hiunanity within a circle of 
action, drawn with rigorous precision, and to govern move- 
[nents seen in advance. But such artifldal conceptions muti- 
late the activity of man. To guaranty man all liberty, and 
prevent its abuse — such are the data of the proUem. The 
kvork is a great and difficult one. Far from yielding in präit 
3f elevation to ideal systems, it is superior to them m extent 
md variety of combinations. Those who ignore its bearing, 
^ield, it may be, to a certain indolence of inteDect. Restrained 
within its natural limits, the famous laisser /aire and laisser 
fasset of the Physiocrates deserves even to-dby our reelect 
md our confidence. It ought to be preserved in the grateful 
memory of men, side by side with the maxim wbidi Quesnay 
luccceded in having printed at Versailles, by tlie hand of 
Louis XV himself: "Pauvres paysans, painnre roranme; 
pauvrc royaume, pauvre souverain.''* 



» Poor peasantry, poor kingdom ; poor kingdom. 
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XI, 

To return to the question of method. Rossi made use of 
an ingenious example to explain his thought:^ "Are," he in- 
quires, " these deductions [of pure science] perfectly legitimate ; 
are these consequences always true? It is incontestably true 
that a projectile, discharged at a certain angle, will describe a 
certain curve; this is a mathematical truth. It is equally true, 
that the resistance offered to the projectile by the medium 
through which it moves modifies the speculative result in 
practice, to some extent ; this is a truth of observation. Is the 
mathematical deduction false? By no means; but it supposes 
a vacuum. I hasten to acknowledge it. Speculative economy 
also neglects certain facts and leaves certain resistances out of 
account." Now, from the moment that we have to deal with 
human interests, it is not possible to suppose a vacuum, to 
neglect the most vulgar facts, and the most common instances 
of resistance, nor to lose one's self in abstraction. The correct- 
ives of applied Political Economy either may not wipe out this 
original sin, or else they run great danger of covering up the 
principles themselves. In balistics, again, we may measure 
the resistance which the medium in which we are obliged 
to operate, makes the force of impulsion and the target both 
obey the same law, and yield to the same process of calcula- 
tion. But is it thus when you touch upon man's innermost 
and most sensitive part? Is there not danger that the hypoth- 
eses may be deceitful, and that you may be accused of toiling 
in a vacmun? We well know the solid reason that may be 
opposed to sarcasm of this nature; but is it expedient to lay 
one's self open to it? 

Moreover, the consequences are not great enough to war- 
rant us to expose ourselves to the danger. The principles of 
pure science are very small in number. They might even, be 
easily reduced to one, of which M. Cousin has been the elo- 

• Cours d' Econ. polit., 2e., Lc9on, I, p. 33. 
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quent interpreter — human liberty. This liberty has no need 
of Political Economy to shine with the luster of evidence; 
nothing can prevail against it. We can prove that it is as 
fecund as it is respectable ; but if the science of wealth should 
endeavor to demonstrate the contrary, the primordial bases 
of society, liberty, property and die family would not be less 
siicred nor less necessary, for they are the right of humanity. 
They could not be put aside, even under pretext of any mech- 
anism which would claim to produce more.* These sovereign 
principles of economy flow from the moral law, and they have 
no reason to dread the power of facts, for the prosperity of na- 
tions depends on the respect with which they are surroutided 
and the guaranties by which they are protected. 

We have spoken of the moral law ; and. indeed, in our opin- 
ion, it is impossible to banish it from the domain of public 
economy. Any other point of view seems to us too narrow. 
And when we see eminent men go astray in the pursuit of an 
idi'al which fails to take the human soul into accoimt, and 
which finds nothing but equations where there are feelings and 
idruH, we cannot help thinking that they are unfaithful to the 
thought of the founder of the science, Adam Smith. Man is 
not HJinply a piece of machinerj'. He does not blindly submit 
to rxtcTual impulse. Rather is he himself, the greatest of im- 
pulm'N. But to govern things, he must first learn to conquer 
hinmclf. Personal interest is the powerful motive which he 
olwy.s. Man does not live alone, in a state of isolation, in the 
world, fir soli! He lives in society and profits by the rela- 
tioMM which he forms with other beings, intelligent like him- 
m'h', and for whom he has a natural feeling of sympathy. 

The gcKxl that comes to them yields satisfaction to him, and 
I hr r vil that befalls them falls on him likewise. He cannot turn 
luu k cMilirely upon his own personality. Besides his own in- 
tnrNl, he feels and shares another interest — the interest of all. 
Pri Honul interest is pertectly legitimate. The love of self can- 

1 Thik would be : Propter vitiam, vitx perdcre causas. 
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not be condemned. The Savior himself has enjoined us to love 
our neighbor as ourselves. To love him more than oiu*selves 
is a very high and beautiful virtue. It is the self-abnegation 
which inspired Christian heroes. But heroism is rare, and can- 
not be imposed, nor taken, as a rule. Personal interest is a 
powerful stimulant, and the superior harmony of social rela- 
tions makes it contribute to the general good. 

What must be condemned is a fatal deviation of this senti- 
ment which destroys its effect and narrows its actions. What 
we need to prevent is the degeneration of personal interest in- 
to an egotism which parches, instead of fertilizing, and which 
compromises the future by the exclusive search after present 
advantage; for egotism is short-sighted. On the other hand, 
the broader and more generous feeling which inclines us to 
sympathize with our fellow beings in their sorrows, and to 
unite oiu* destiny to theirs; that is, the feeling of the general 
interest, has a limit too. 

It would be falsified if it absorbed the individual; if it des- 
troyed the most powerful motive-force by drying up the abund- 
ant source of activity; if it attacked moral energy by enervat- 
ing responsibility; if it extended the circle of results obtained 
to such an extent that scarcely any one should feel the reboimd. 

The evil produced by egotism, that sad travesty of personal 
interest, appears imder a form quite as formidable when the 
general interest takes the form of communism. The cooper- 
ation of personal interest and of the general interest is always 
necessary, both for individual profit and social advantage. 
There is as much danger in annihilating the individual as in 
exalting him. History furnishes us with memorable examples 
of this. It does not allow us to go astray in the narrow ways 
of a peevish and jealous personality, nor to lose ourselves in 
the vague labyrinth of a chimerical and false communism. 
The latter would destroy what constitutes the power and dig- 
nity of man. It would wipe out the most prominent features 
of his noble nature, by destroying the support of energy and 
activity and the food of morsd force. 
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XIL 

But, we are told. Political Economy is only the science of 
selfishness; Adam Smith is the prophet of individualism; grow 
rich -per fas et nef as is its ultimate teaching. Such a judg- 
ment is evidence of much levity and little enlightenment. 
How could the man who conceived the study of hiunan in- 
terests on so large a scale, the philosopher who acknowledged 
Hutcheson as his master and gave his ideas a still more ex- 
pansive character, be the apostle of egotism ; and how can the 
science which he founded be its gospel? There is here an 
error of fact and a defect of appreciation. Hutcheson had 
based moral philosophy on the feeling which, according to 
him , engendered all the other virtues, on benevolence, which 
is disinterested, busied with the welfare of others, with the 
public weal and the general interest. Adam Smith went fur- 
ther, and sought to base it on a still more energetic feeling, 
on sympathy. 

The first sentence of his Theory of the Moral Sentiments, 
which is a full resum^ of his theory, is as follows: "How 
selfish soever man may be supposed, there are evidently some 
principles in his nature which interest him in the fortime of 
others, and render their happiness necessary to him, though 
he derives nothing fi-om it, except the pleasure of seeing it." 
And this is no empty declaration on his part. It is the thought 
which of all in his book is nearest to his heart; and hence he 
energetically assails those philosophers who look upon self- 
love and the refinements of self-love as the universal cause of 
all our sentiments, and seek to explain sympathy by self-love. 

La Rochefoucauld, Mandeville and Helvetius never met 
with a more determined or energetic adversary. Nowhere 
have the sweet and amiable virtues, such as ingenuous conde 
scension, indulgent humanity, and the respectable and severe 
virtues, such as disinterestedness and self-control which sub- 
ject our movements to the requirements of the dignity of out 
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nature, been better understood or interpreted. " Adam Smith 
is the philosopher of sympathy.^ His theory triumphs over 
the cowardly and shameful egotism which concentrates the 
moral life of the individual in himself, and separates it from 
the life of the human race of the outre stoicism which refuses 
the aid of sentiment to reason."^ According to him, the law 
of private morals is sympathy; the law of natural jurispru- 
dence, justice ; the law of the production of wealth, free labor. 
But while he defended this principle with energy, he did not 
become guilty q( a real recantation by worshiping the idol he 
had just overthrown. He would have been culpable of the 
strangest of all contradictions if he had made the vice which 
he had just lacerated the very pivot of another part of his 
teaching. 

We regret that this essay, which has already very much 
exceeded the limits we assigned it in the beginning, will not 
permit us to reproduce here Knies' beautifiil demonstration, in 
which he so learnedly and eloquently vindicates Adam Smith 
from this strange imputation, thereby placing Political Econ- 
omy on its true basis, the basis of morals, by removing in a 
decisive way, all pretext of error and all means of subterfuge. 
This part is one of the best features in his most excellent work 
on " Political Economy, from the historical Point of View." 
We shall retiun to this matter. 



xm. 

What is there that political economists have not been charged 
with.'^ They have been accused, above all, of a cold hearted- 
ness and cruelty, and the sentence passed on them has been 
resumed in these words: " Political Economy has no bowels! " 
Indeed, the representative of the science, who has been most 
attacked and who has been held up as a picture of impassible 
insensibility; on whom have been heaped the most bloody out- 

* Cousin, loc. cit, p. 276. » Ihid., 274. 
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rages, is Malthus. Let us hear him. He tells us in his work 
on Political Economy, that if a country had no other means 
to grow rich, except by seeking for success in the struggle 
with other countries, at the cost of a reduction of the wages of 
labor, he would unhesitatingly say: Away with such riches; 
that it is much to be desired that the working classes should 
be well remunerated, and this for a reason much more import- 
ant than all the considerations relating to wealth; that is, the 
happiness of the great mass of society. And he goes on to 
say, that he knows nothing more detestable than the idea of 
knowingly condemning the laboring classes to cover them- 
selves with rags, to lodge in wretched huts, to enable us to 
sell a few more stuffs and calicoes to foreign countries. Cer- 
tain it is, that no defender, however determined, of the laboring 
classes, has said anything stronger or more deeply felt. The 
reason is, that nothing was more foreign to Malthus' ideas 
than the systematic rigidity of mathematical theories of wealth; 
that, a minister of the Gospel, he had meditated on its high 
precepts. His whole doctrine is based on the moral idea. 
*'He was profoundly convinced that there are principles in 
Political Economv which are true onlv in as far as they are 

m m V 

restricted within certain limits. He saw the principal diffi- 
culty of the science in the frequent combination of complicated 
causes, in the action and reaction of causes on one another, 
and in the necessity of setting limits or making exceptions to a 
great number of important propositions." * Here we are ever 
brought back to the undulating ground of living science, instead 
of havinij to follow the rectilineal wav traced out bv the dead 
letter. We are always driven back, whatever may be pre- 
tended to the contrarv, to the realities of which histor\' alone 
possesses the secret. The idea of wealth cannot absorb everj'- 
thing when there is question of judging and enlightening men. 
To do this, it is necessary to know the various phases of social 
housekeeping, what nations have thought of economic interests 
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which have never ceased to interest them greatly, what they 
have attempted and what they have attained. 

Hence, we must turn over the leaves of the book of the past, 
and study its economic aspect, as we have studied its political 
and literary aspect. We must follow living nations through 
their divers periods of development, and fathom the causes of 
the destruction of those that are dead. When we are dealing 
with the comparative study of the economic destinies of na- 
tions, our investigations are limited to a small number of indi- 
vidual nations — a further reason not to omit any, and above 
all, to scrutinize, as an anatomist would with his scalpel, the 
principle of life of those which are no more. We may, by 
accoimting to ourselves for the immense variety of phenomena 
which are brought to light by the afplication of principles to 
(acts, and in which nothing is absolute or permanent, in which, 
on the contrary, everything is relative and successive, acquire 
that siu-eness of touch and correctness of vision which are 
among the most valuable conquests of science. 

It would be a mistake to suppose that theory simplifies prac- 
tical solutions. Far from providing us with a sort of formu- 
lary, it teaches us to put our finger on a number of diflSculties. 
It brings to the surface the many aspects and fertile and varied 
considerations, the examination of which is the mission of the 
real statesman and legislator. In this way, the action of thought 
and the power of the moral idea are revealed with most eclat. 
Man ceases to be an inert element, and manifests himself as a 
sensible being, and the sublime thought of Pascal: " Human- 
ity is like one man who lives and learns always," is verified by 
the result. The wish to violently abdicate the past, it would 
be vain and rash to attempt to realize. The lessons it trans- 
mits to us are as instructive as the picture it unrolls before our 
eyes is attractive. We have no longer but to see and hear, to 
be cured of the most generous impatience with what is, and to 
retreat fi-om the most perilous attempts. 
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XIV. 

The unvarying testimony of ages affirms the continued and 
gradual amelioration of man by individual energy and moral 
thought.^ Want and suffering have urged him forward. 
Foresight, labor, sacrifice and virtue have in part redeemed 
him. No right has been lessened or usurped, and every step 
in civilization has been a step in the way of freedom. Instead 
of making the latter responsible for a material and moral 
wretchedness which it is called upon to cure, we may prove, 
that, in proportion as real liberty and legal guaranties increase, 
evil diminishes. 

We do not desire to yield to a convenient optimism, and de- 
ny the sufferings which weigh only too heavily on the world. 
We are far from having reached the end assigned to our ef- 
forts; but let not the hope we entertain of further progress blind 
us to that which has already been accomplished. This latter 
shows us that we are on the right road, and that we have not 
done unwisely in giving free rein to the human faculties. 
Sudden changes are made only in theaters. In the real world, 
the march of progress is slow and laborious. It may be ac- 
celerated by a happy hit ; but it would be vain to try to hiury it. 

Man still suffers. No one desires to deny the evil, but only 
to estimate its extent. Yet it cannot be gainsaid that its fatal 
empire is narrowing instead of enlarging. Especially is it the 
progress accomplished in the higher regions of intellect and of 
the feelings which here exerts its beneficent influence. On 
our moral greatness depends our material power. The eleva- 
tion or debasement of character, the energy or debility of 
the will — such is the first source of good or evil. The world, 
a Chalmers rightly says, is so constituted that we should be 
materially happy if we were morally good. 

Industrial progress helps, we have said, towards moral per- 
fection. It is not the source of that perfection, but its instru- 
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ment; for ignorance and misery, its habitual attendants, are 
poor advisers. Political Economy shows how the goods of 
this world are multiplied. It shows how modest comfort may 
become more and more general, and thus an impetus be given 
to all noble virtues without awakening a blind passion for riches. 
It teaches moderation instead of exciting covetousness, nor 
does it come in conflict with the sublime words of Saint Augus- 
tine : " The family of men, living by faith, use the goods of the 
earth as strangers here, not to be captivated by them or turned 
away by them from the goal to which they tend, which is God, 
but to find in them a support which, far from aggravating, 
lightens the burthen of this perishable tody which weighs 
down the soul." 



XV. 

Looked at from below, all things diverge. Looked at from 
above, all things run into one another and combine with one 
another. It is one of the great merits of the historical method, 
that it raises the point of observation and gives the observer 
the support of tradition and good sense, that master of life; 
that it prevents a divorce between different branches of knowl- 
edge of the same order, which constitute but one intellectual 
family, which there is no question of confounding, and which 
it would be dangerous to isolate. 

Aristotle, that universal genius, had discovered Political 
Economy, and it was the historical method which revealed it to 
him. Be it added, that the great philosopher had seen but 
one phase of the science, chrematistics, and that his ideas here 
bear the impress of the age in which he lived. Aristotle, 
however, distinguished this science from all others and from 
domestic economy, which is so akin to it. Doubtless, he did 
not found the modem study of Political Economy, but his 
powerful intellect gave him a presentiment of it. 

The honor of producing at once, Adam Smith, Quesnay and 
Turgot belongs to the eighteenth century. It was in the 
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course of philosophy at Glasgow that this study found a defi- 
nite place. The illustrious founder of the science of Political 
Economy did not contemplate dissolving the ancient alliance 
between it and the moral sciences, history, philosophy, juris- 
prudence, belles-lettres — all of which he had explored and 
studied profoundly. Let those whose ambition it is to walk, 
even at a distance, in the footsteps of Adam Smith, not forget 
what was the cradle of the noble study to which they have 
devoted their intellects. 

L. WOLOWSKI. 
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SECTION I. 

GOODS— WANTS. 



Th e starting point, as well as the object-point of our sciei 

Every man has numberless wants, p hysical and intellectual.^ * 
Wants are either necessaries, decencies (Ansiandsbedürfntsse) 
or luxuries. The non-satisfaction of necessary wants causes 
disease or death; that of the wants of decency endangers one's 

1 Sckäfie^ Deutsche Vierteljahrsschrift (1861), emphasizes this. Adcan 
Smuik, Wealth of Nations (1776), very characteristically, begins with the 
yearly labor of the nation ; y. B. Say (Traits d' Economic Politique, 1802), 
with richesses; /?iair<fo (Principles of Political Economy and Taxation, 1817), 
with the idea of value. 

• The sum total of the wants {Bedarf) of the Bavarian people, for a whole 
year, is estimated by Hermann^ Staatswirthschaftliche Untersuchungen (2d 
ed^ 1870, p, 8x), at 177,000,000 florins for food (77 millions for wheat and po- 
tatoes, 69 millions for meat, 15 millions for milk etc., 16 millions for eggs, 
vegetables, salt and spices); 50 millions for clothing, 45 millions for shelter, 
37.5 millions for fuel, 60 millions for beverages. 

♦The original adds: deren Gesammtheit sein Bedarf heisst ; the aggregate 
of which is called his [man's] Requisite {Bedarf), There being no exact 
equivalent in English for the word Bedarf m this connection, tliis note is ap- 
pended. — Translaior. 
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social position.' The much greater number, and the longer 
continuance of his wants are among the most striking dif- 
ferences between man and the brute:* wants such as clothing, 
fuel,' tools, and those resulting from his much longer period 
of infancy; which last, together with other causes, has con- 
tributed so largely to make marriage necessary and universal, 
fi While the lower animals have no wants, hut necessities, and 

i while their aggregate-want, even in the longest series of 
generations, admits of no qualitative increase, the circle of 
man's wants is susceptible of indefinite extension.' And, 
indeed, every advance in culture made by man finds expres- 
sion in an increase in the number and in the keenness of his 
rational wants. No man who distinguishes himself in any- 
thing, but feels spurred thereto by a peculiar want; and this 
want is both the cause and the effect of the power which is 
peculiar to him. No one but the poet feels the want of poet- 
izing; no one but the philosopher, of philosophizing. In 

• every particular, intellectual or physical, in which the man is 
in advance of the child, he experiences new wants imknown 
to the child. Our education consists, for the most part, in 
awakening wants and providing for their satisfaction. 

»According to Bokguillebert (ob. 1714) Traits des Grains, I., c. 4, the wants 
nicesscare^ commode, dilicat^ superflu, magnifique, arise in successive order with 
increasing welfare or prosperity, and are surrendered in a reverse order, with 
increasing need. Tucker distinguishes necessaries, comforts, and conveni- 
ences of the respective conditions, elegancies and refinements, and lasUy, 
"grand and magnificent" (Two Sermons, 1774, 29 If.); F. B. W. Hermann^ 
loc. cit, ist, ed., 1832, 68; necessary goods (Güter der Nothdurft), goods that 
contribute to pleasure and recuperation, to culture and splendor. 

* Compare Tucker, On the Naturalization Bill (1751 seq.), IV, note. 

• No people without fire (Prometheus!); and it seems that broiling was the 
earliest mode of preparing food ; then followed baking in heated cavities, 
and lastly came boiling in vessels. {Klcmm, Allgemeine Kulturgeschichte, I, 
180, 343) 

•There is an interesting attempt by Faucher, in the Vierteljahrsschrift 
fllr Volkswirthschaft und Kulturgeschichte, 1868, III, 148 ff., to determine the 
relative place of our various wants according to their capacity for extension or 
contraction. 
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G oods are anything which can be used , whether directly or 
indirectly, f or the satisfaction of any true"^ or legitimate human 
want^^ and whose utility, for this purpose, is recognized. 
Hence, the idea goods is an essentially relative one. ^vf^ry 
change in man's wants , or knowledge, is accompanied by a 
rapid, corresponding change, either in the limits of the circle • 
of goods, or i n their relative importanc e. Thus, the tobacco plant 
has, probably, existed thousands of years. It became goods, 
however, only from the time that man recognized its use for 
smoking, snuffing, etc., and experienced the want of it for these 
purposes. In a similar way, the limestone of the Solenhofen 
quarries has become goods^ of considerable importance, only 
since the invention of lithography ; decaying bones, only since 
that of bone-dust manure; caoutchouc since about 1825, and 
gutta-percha, only since 1844. On the other hand, charms,^® 
philters, and even relics, since the decay of faith in their effi- 
cacy, have lost the quality of goods. If the aggregate in- 
come of all mankind were, by some sudden revolution, to be 
equally divided among all, diamonds, for instance, would 

' The qualification " true," excludes from the circle of goods, not only all 
those things which might satisfy only irrational or immoral wants (compare 
Misckler^ Grundsätze der Nationalökonomie, 1S56, 1, 1S7), but also vindicates 
the fundamental idea of the whole system of Political Economy, as a subject 
of moral as well as of psychological investigation. 

• Even Aristotle (Eth. nicom. V, 8), considers that all things intended to 
enter into commerce, should be susceptible of comparison with one another, 
and that the measure of this comparison is want^ which is the foundation 
of all association among men. 

* An Arab helped pillage a caravan, and carried away, as his share of the 
booty, a chest of pearls. He thought it a box of rice, and gave them to his wife 
to cook, but finding they did not boil tender, he threw them away. (Niebukr^ 
Beschreibung von Arabien, 383). See a similar anecdote in Ammian, Mar- 
aud XXII. Compare Strabo, VIII, 381. 

** As soon as the Persians renounce the superstition that the daily contem- 
plation of a turquoise is a talisman against the " evil eye " (K. Ritter ^ Erd- 
kunde, VIII, 327), that precious stone will lose much of its value. On the 
other hand, the amulets of antiquity, although they have long lost the qual- 
ity of goods as objects of superstition, have now a real value for the archae- 
ologist 
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greatly decline in value, for the reason that it is dependent, in 
great part, on the wants generated by vanity, or by the desire 
of outshining others. Beer, tobacco etc., would rise in the 
scale as goods, because the circle of those to whose wants 
they minister would have been very greatly extended. On 
the whole, advancement in civilization has uniformly the effect, 
of itself, to increase the quantity and number of goods, the 
wants and knowledge of men being thereby increased. We 
should reach the ideal here, if all men experienced only true 
or legitimate wants, but these completely; if they could see 
their way, clearly, to the satisfaction of them, and find the 
means of satisfying them with just the amoimt of effort most 
conducive to their physico-intellectuai development" 

SECTION II. 

GOODS. — ECONOMIC GOODS. 

By economy ( WiriAscAaf I =hu3h3ndry or housekeeping), we 
mean t he systematized activity of man,^ to satisfy his nee d 
{Bedarf — requisite) of external goods. ^ This treatise is con- 
cerned only with economic goods (ends or means of econo- 
my).' The greater the advance of civilization or human cul- 

, . _ ■ - - - — ~ 

** Since observation shows, that, as time runs on, matter tends more and 
more to become goadsy the blind forms of motion in nature to become useful 
labor and useful sustenance, impersonal and objectless existence to be trone- 
formed into personal property and personal culture. Schaffe inclines to the 
belief that the whole mechanism of unconsciously governing nature is des- 
tined ultimately to aid in the realization of moral good, which alone is really 
valuable. Das gesellschaftliche System der menschlichen Wirthschalt, III, 
Auff., 1873, I, 3. 

' HennaHHy loc. cit, ist ed., i, calls internal goods whatever each of us 
finds in himself, the free gifl of nature; also that which we develop in our- 
selves by our own free action; and external, whatever we create or obtain, 
through the external world, as a means of satisfying our wants. The internal 
goods of one man may be external goods to another, as, for instance, when 
the former conveys them directly to the latter to be enjoyed, by wonU, de- 
meanor, etc., or indirectly, in combination with other external goods. 

* Tlie exclusion of all else, has, indeed, been called one-sidednett and ma* 
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ture, the l ess apt are men to pursue the satis fa<;;ti^n of tK^ir 
wants^ isolated from their fellows , or, in other words, to carry 
on their economies or husbandries apart from one another. 
The more niunerous the wants of men, and the more different 
in kind their faculties are, the more natural does exchange' be- 
come. Since all goods derive their character as goods from 
the fact that they are destined to satisfy human wants, the 
very possibilit}^ of exchange must greatly increase the possi- 
bility of things to become goods. Think of the machinist, 
whose products are used only by the astronomer, while the 
latter is never in a way to manufacture them for himself. 
{Htifeland^ Commerce is the series of combinations, created 
by the interchange of services: "a living net of relations, 
which wants and services are ever weaving and unweaving." 
{Hermann,) As a rule, with an advance in civilization, there 
is an increase in the number of goods, which become economic 
goods, and in the number of economic goods which become 
commercial goods (objects or means promotive of commerce).* 
But this is to be considered a real advancement only to the 
extent that that which is obtained is superior to that which 
was possessed before, in consequence of the specialization of 
callings or the greater division of labor (§ 48 ff.). When a 
little street Arab exacts money from a stranger for pointing 
out the way, we rightly censure him; but no one would find 



terialism. But, as Senior says^ no one blames the writer on tactics, because 
he confines his attention to military subjects; nor is the objection raised, that 
by so doing, he is encouraging eternal war. On the other hand, y. B. Storch 
(1S15) devoted a special division of his work to the consideration of " internal 
goods " (health, knowledge, morality, security, leisure, etc.). See Rau^s trans- 
lation of his Manual, II, 337 ff. Compare Gioja^ Nuovo Prospetto delle 
Scienze cconomiche, 1815 ff. VIII. 

» The inclination to exchange is, according to Adam Smithy one of the most 
important marks which distinguish man from the brute. (Wealth of Nations, 
I, ch. 2). But see Büsch^ Geldumlanf (1780), I, § 29, on exchange among the 
lower animals. 

* Observed by Arx$toL Polit I, ch. 6. 
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it improper if he should first fit himself to play the part of a 
guide, and then live by his calling.' 



SECTION III. 

GOODS. — THE THREE CLASSES OF GOODS. 

All economic goods are divided into three classes: 
A. Persons or personal services. It is entirely repugnant to 
the feeling of humanity to regard a man's person in its entirety 
as an instrument intended to satisfy the wants of another.^ 

* The efforts of political economists to select from among the infinite num- 
ber of goods, those which should constitute the subject of their investigations, 
have taken two directions in recent times. Bastiat here confines himself too 
exclusively to commerce. The political economist should concern himself 
only with wants and satisfactions, where the labor, which is the connecting 
link between them, is undertaken by some other person for a consideration. 
Thus the ordinary act of respiration lies outside the circle, that of the diver, 
which is paid for, does not (Harmonies ^conomiques, 1850, 68 fi^ But 
even Robinson Crusoe had his own system of economy. Are the products 
which the farmer consumes in his own home, the work he does himself, any 
the less matters of economic moment than the products he sells, or the labors 
of his servants? Schafflc is right when he says that ordinary respiration is 
no economic function, because it is an unconscious necessity of nature. But 
his definition is too broad, inasmuch as he places the essence of the economic 
character of goods or of an act, in the conscious adaptation of means to 
human ends. (Tübinger Progr. z. 27 Sept. 1862, 9, 24 seq.) To take a 
walk is no economic operation, although it may be the best means to a very 
important end, — health. The same goods or the same act may have, fre- 
quently, according to the end proposed, an economic or non-economic char- 
acter. The beauty of the human body, for instance, however systematically 
made use of for purposes of vanity, is not economic goods. But it is an 
economic speculation, base though it be, when a man relies on his handsome 
figure to secure a wealthy wife, or, for purposes of gain, allows her to pose as 
a model to artists or to take part in tableaux zn'rartts. According to C. Men- 
gcr^ Grundsätze der Volkswirthschaftslehre (1871) I, 51 ff., there are no eco- 
nomic goods, but those the disposable supply of which is, at most, equal to 
the quantity that is required. But is not the largest navigable stream, even 
in the most thinly populated country, an economic good? 

* Hegcl^ Rechtsphilosophie, § 67. Even the use of a corpse as manure, or 
for any mercantile purpose, is repugnant to our feelings, "because of the di^- 
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Yet this happens wherever slavery exists; in its coarsest form, 
in cannibalism. Among civilized nations, we can speak, under 
this head, only of individual services or capabilities of persons; 
or, indeed, of the aggregate of the services rendered by them 
during a time determined at pleasure, or a short time.^ 

B. Tilings^ both moveable and immovable.* 

C. Relations to persons or things which may frequently be 
estimated just as accurately as material goods. (The res in- 

nity of personality." {Schäffle^ National CEkonomie, x86o, 28.) In this re- 
spect, prostitution is a remnant of slavery. Schaffe is right, when he says 
that to repay personal services with material commodities which do not afford 
as much food, etc., as the former have cost in expenditure of vital energy, is a 
slow and frequently a very cruel kind of cannibalism. (Kapitalismus und 
Socialismus, 1870, 18). 

^ Bornitz^ De rerum Sufficientia in Republica procuranda, 1625, gives in this 
encyclopaedia of political science, together with a dissertation on agricul- 
ture, commerce and manufactures, a complete survey of the ministeria. 
Several modern wTiters refuse to look upon personal services, or the ability 
to render such services, as elements of wealth: compare Kaufmann^ Unter- 
suchungen im Gebiete der politischen CEkonomie, 1S30, II, Heft I. They 
demonstrate, however, no more than this, that that class of goods has some- 
thing very peculiar. Thus Malthus^ Principles of Political Economy (1820), 
chap. I, sect. I, objects that they cannot be inventoried or taxed; but can ma- 
terial goods be so completely.^ Can all the parts of the wealth of a nation 
be so inventoried and taxed .-^ Rau^ Lehrbuch der pol. CEkonomie (1826) I, 
§ 46, reinarks that the personal aptitude to perform services dies with the 
person, and that personal services cannot be stored up (?), etc. I appeal 
simply to the definition I have given above of economic goods, and which 
applies equally to services of every kind which can be performed for other 
people. Besides, those who oppose this view are unable to give a satisfactory 
explanation of all the phenomena of commerce. Of course, the qualification 
*• recognized as useful " is of the utmost importance as a mark to determine 
what is goods. But a prima donna, or a world-renowned physician, cast na- 
ked by shipwreck on the shores of North America, is ccriainly, better off 
than a blind beggar, his fellow sufferer. Compare Storch^ Handbuch II, 335 
ff. and his Considerations sur la Nature du Revenu National. 

^Ad. Müller compares persons, so far as they render any kind of service, to 
things, and, so far as they are required to be preserved in their individuality, to 
persons. The children in the "status " of a country gentleman, for instance, 
are treated more as persons, and domestics, more like things; the land par- 
takes of a species of personality, but not the implements of labor. (Noth- 
wendigkeit einer theolog. Grundlage der Staatswissenschaft, 1S19, 48.) 
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corforahs of the Roman law.) I need only mention what is 
called good-will, which freely, and to the advantage of ciistom- 
ers themselves, but still with a limited amount of certainty, 
attaches to certain localities, and for which tavern-keepers, 
Hometimes, as in theaters, depots and clubs, pay so enormous 
a rent.* When a newspaper is sold, the purchaser frequently 
buys nothing but the existing relations between his colaborers, 
«ubscribers etc. No small part of the value of a good busi- 
ness firm consists in the confidence with which it inspires all 
who deal with it, thus sparing them a world of care and 
trouble.' A general may be of incalculable value to an army 
which he has himself helped organize. In another, or in the 
HtTvice of a country not his own, he might be entirely value- 
li\Hs, incapable of accomplishing anything.' With the progress 
fif civilization, as man becomes more social, the number of 
Niihiablc relations increases, while that of legalized monopolies 
in wont to decrease. {Schqffle.y 

*'V\\%i |)rivilcf(e of selling refreshments in the garden of the Palais Royal 
wii« liiniKTlv let for 38,000 trancs a year. 

*Si'i« thr cuhCH cited by Hermann^ Staatswirtsch. Untersuchungen, 6 fit and 
liy IhrNoHtiii, Schweiz. Archiv, ftlr Statistik und N. CEkon. II, 55. Think of 
llic firm of J. M. Farina! In Athens, good stands were leased at a very high 
n-iit, 4'ven where there was no investment of the lessee's capital. {Demos- 
tAt-Ht't, pro. IMiorm., 948; adv, Steph. I, mi.) There is, again, the sale of in- 
vi'iitioiu, while they are still "mere ideas." According to 5*0^^ Theorie 
der «umiihliehKcndnen Verhältnisse, 1867, II ff., the value in exchange of these 
ivlutiun» depends on the extra income which is assured in fact, or in law, 
u^juiubt diminution, by the exclusion of competition. He, therefore, recom- 
iiieiid», iuktead of the word "relations," "custom," or "publicum." But these 
vvtiril«, by no means, exhaust the meaning expressed by "relation." Thus, 
the giKkl administration of public affairs, although it has no value in ex* 
» han>{e, i* one of the most valuable economic goods which a people can 

pio«e!^!i. 

•i'he relati(m mentioned above of a general to an army may even hare 
1,'ieat value in exchange. Instance, the Italian condottieri in the fifleentli 
iiiiiiti > ! 

M<ilatiiin> which tike from one man, as much as they afford to their 
puohijiaiir, arc o( value as components of a m«'in*s private fortune, but not of 
the wealth of the nation. To this class belong debts due from persons or 
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SECTION IV. 
OF VALUE.— VALUE IN USE. 

The emnomic value of grooAs is the imporianrp thpy pnc 
s yss for tli ig purpr> fies of man, considered as engaged in ernn - A, 
omy (housekeeping, husbandry.^) 

Looked at from the point of view of the person who wishes 
to employ them in his use directly, doubtless the oldest point of 
view, value appears first as value in use; and here, according 
to the difference of subjective purposes it is intended to sub- 
serve, we may speak of production value or enjoyment-value; 
and of this last, in tiun, as utilization-value, or consxunption- 
value. The value in use of goods, is greater in proportion as 
the number of wants they are calculated to satisfy are more gen- 
eral and more urgent, and in proportion as they are gratified 
by them more fully, surely, durably, easily and pleasantly.* 
Hence, it is seldom possible to find an accurate mathematical 
expression of the relation which exists between the value in 
use of different goods.* Thus, it is possible to estimate the 

from things, compulsory custom or good-will of every description ; as for in- 
stance, the seventy -two places of the agents de change in Paris, each of which 
was worth more than a million of francs ; or the right of navigating the Elbe 
as far as Magdeburg, which, about the beginning of this centiwy, was worth 
m every instance about 10,000 thalers. (Krug^ Abriss. der St. CEkonomie, 62.) 

* Sckäße^ N. CEkonomie, la In the German language, this same word 
is used to designate utility, and sometimes useful objects (so called values). 
A clear distinction, however, should be made between utility and value in 
use. Utility is a quality of things themselves, in relation, it is true, to human 
wants. Value in use is a quality imputed to them, the result of man's 
thought, or of his view of them. Thus, for instance, in a beleagured city, the 
stores of food do not increase in utility,*but their value in use does. Com- 
pare ScMfflcy System, III, I, 170. 

*Gen4west\ Economia civile (1869), II, I, 7. L, Sayy De la Richesse indi- 
viduelle et de la Richesse publique (1827), 29, estimates the value of goods 
according to the degree of discomfort attendant on the privation of them. 

* Friedländer has, however, made a general attempt in this direction. 
Theorie des Werthes (Dorpat, 1852). But says TA. Fix (Journal des Econ- 
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nutritive power of different kinds of goods, the value of wheat 
or of hay for instance, but not the goodness or quality of their 
taste, of the attractiveness of their appearance, etc. 

But, the more men become used to comparing the aggregate 
of human wants, and the aggregate of the goods which minis- 
ter to the satisfaction of these wants, as if they were two great 
wholes, gradually shading each into the other, the more does 
the value in use of the different kinds of goods assume, for 
purposes of social rating or estimation, a fungible character.^ 

If a new kind of goods be produced or discovered, which sat- 
isfies the same wants in a more complete manner than an- 
other, the latter, although it has suffered no change, generally 
loses in the value put upon it, especially if the new goods can 
be produced in any desired quantity. An instance of this is 
the change effected in the value of the dyers weed, woad, by 
the introduction of indigo. 

Things present in quantities greater than the amoimt 
necessary to supply the want they satisfy, preserve their lull 
value in use, to the limit of that want, after which they are 
simply an element of possible future value , dependent on an 
increase of the want; but th ey have no value for present usg .^ 

The economic valuation of goods, however, is by no 
means exhausted, so far as the isolated individual house- 
keeper is concerned, by the mere establishing of its value in 
use. As the systematic effort of every rational individual in 

omistes, 1844, IX, 12): " It is as impossible to establish a scale of values, as it 
is to find an exact mathematical and permanent measure of our wants, pas- 
sions, desires, tastes and fancies.** 

* Compare Knies, Geld und Credit, 1873, I, 126 fF. The very respectable 
attempt made by A. SomieTy Sociallehre (1S75), with the idea society-value 
{Gesellschaftswerth) covers too nearly the idea of value in exchange. Fur- 
ther research will here have to be made, with the idea of "impotent need," 
inasmuch as, from a high ethical, national-dietctical point of view, the ques- 
tion is asked whether, to what extent, and how, " impotent need " may be 
made a potent one. 

* Fricdländcr, loc. cit., 50. If too many copies of the very best book be 
published, there is a certainty that a number of them will remain little better 
than waste paper. 
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his household management is directed towards the obtaining, 
by a minimum of sacrifice of pleasure and energy, a maxi-' 
mum satisfaction of his wants, even an Adam or a Crusoe is, 
in his economy, compelled to estimate not only what the goods 
to be acquired accomplish (value in use) but also what they 
will cost — cost-value. Even the most indispensable kind of 
goods, for instance atmospheric air, is considered to have no 
value, when it can be obtained in sufficient quantity, without 
any sacrifice whatever.' 

SECTION V. 

VALUE.— VALUE IN EXCHANGE. 

The v alue in exchange of good s^ or the quality which makes 
them exchangeable against other goods, is based on a combi- 
nation of their value ir^ ^isp wif^^ thHr r/^'fM^fl^n^^ such as men 
in their intercourse with one another will make.^ Without 
value in use, value in exchange ' is unthinkable. 

But there are many, and even indispensable goods which 
are not at all susceptible of being exchanged; for instance, 
the light and heat of the sun, the open sea etc.^ Other goods, 

* Sckäjffie, System, II, aufl., 55. See also his Kapitalismus und Socialismus, 

187O1 31» 35» 43- 

»Thus Kldnwäcktcr (Ilildebrand's Jahrbücher ftir N. Ock. und Statistik, 

1867, II, 318), defines value in exchange = value in use + costliness. Ac- 
cording to Schäffle, it is " a covert comparison between the cost-value and 
the value in use of the two kinds of goods to be exchanged." (Kapitalismus 
und Social ismus, 35.) 

* An intermediate dealer can, so far as he is himself concerned, attribute 
value in exchange to goods only to the extent that they have use for the last 
person who has acquired them. Hence, Storch calls value in use immediate, 
and zmIuc in exchange^ mediate value. As the English are always wont to 
express the immediate in words of Germanic origin, and the mediate in words 
borrowed from the Latin, Locke calls value in use " worth," and value in ex- 
change, simply " value." {K. Marx^ Das Kapital. Kritik der politischen 
CEkonomie, 1867, i, 2.) 

* It is, of course, otherwise when, for instance, a beautiful sea view, or a 
desirable position as regards air and sunshine, is connected with a piece of 
land. 
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although capable of being exchanged, have no value in ex- 
change, because they exist in superabundance, and may be 
obtained by everyone, without trouble and without reward; 
for instance, drinking-water in most places, ice in winter, and 
wood in the primeval forest.* Moreover, the idea of such 
"free goods" is in great part relative. The water of a river 
may, for drinking purposes, be " free " goods, and yet, for pur- 
poses of irrigation, have great value in exchange. {John 
Stuart Mill). 

But, goods, to obtain value in exchange, must, in addition to 
their value in use, a value which must be recognized' by 
a certain number of persons, at least, have the capacity of be- 
coming the exclusive property of some one individual, and 
therefore of being alienated or transferred; and this alienation 
or transfer must be desired because of the difficulty to become 
possessed of them in any other way.* 

^In Ravenna a cistern had greater value in exchange than a vineyard: 
Martial^ III, 56. In Paris, too, drinking water, which is transported only with 
considerable trouble, costs i J^ thalers per cubic meter. We may also men- 
tion snow and ice in summer, which last sells in the capitals of southern 
Europe at 0.34, silbcr groschens per pound. According to Carey^ " utility " is 
the measure of man's power over nature, " value," the measure of nature's 
power over man. He stry inaccurately adds, that both are alvrays in an op- 
posite direction. (Principles of Social Science, 1861, VI, ch. 9.) 

» Hence Ad. Müller calls value in use, individual value, and value in ex- 
change, social value. The Germans call the value of goods whose value in 
use is recognized by only one person, Affections-wcrtk^ (affection-value) a value 
which influences its value in exchange only when the individual who holds 
it in high esteem is not himself the possessor of the goods. An instance ol 
this latter is a piece of paper covered with notes, intelligible only to the maker 
of them. 

•The very important difference betvi-een value in use and value in ex- 
change was recognized even by Aristotle. Arisiot. Pol. I, 9. Hntckinsom^ 
System of Moral Philosophy (1755), II, 53 ff. The Physiocratcs speak very 
frequently of zxilcur usuelle and vdnale^ on which, according to Dnpont^ 
Physiocratic, CXVIII, the difference between biens and rkJkcsses is based. 
Iai valcur d'un seftier de bU^ consider i comme richesse ne ctmsiste qtu dams som 
frix. {^uesnavy dd. Dairc, 300.) Turgot distinguishes between ""valemr 
eslimaliz'e" and '' tfc/tungtYiMe or apfrieiative ;'*'' the former designating 
the relation between the amount of energy, physical and mental, which one 
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SECTION VI. 

VALUE. — ALLEGED CONTRADICTION BETWEEN VALUE IN 

USE AND VALUE IN EXCHANGE. 

Recent, and especially socialistic,^ writers have alluded to 
the great " contradiction " between value in use and value in 
exchange. This contradiction, however, vanishes when the 
above idea of economy, and the two sides or aspects, which 
economic value presents, are kept steadily in view\ It is said, 
f(jr instance, that a pound of gold has a much greater value in 
exchange than a pound of iron ; while the value in use of 
iron, is incomparably greater than that of gold. I question 

is 'Milling to spend in order to obtain the goods, to the sum total of his ener- 
gies, physical and mental ; the latter the relation between the aggregate like 
energy of two persons which they are willing to spend in order to procure 
each of the goods to be exchanged, and the sum totil of their energies in 
general. (Valeurs et Monnaies, p. 87, seq., 6d. Daire.) Ad. SrnHh^ in his Wealth 
of Nations, I, ch. 4, shows that he knew the difference between value in use 
and value in exchange; but he afterwards drops the consideration of the 
former, altogether. In this respect he has had only too faithful and one-sided 
followers among his countrymen, so that Ricardo^ Principles, ch. 28, asks 
what value in exchange can have in common with the capacity of commodi- 
ties to serve as food or clothing. (See, however, ch. XIX seq.) Many " free 
traders *' would have no objection to interpose, if a people should abandon 
the cultivation of wheat, etc., to devote themselves exclusively to the manu- 
facture of point lace, provided the latter had a greater value in exchange. 
The two degrees of the idea of value have been examined with much thor- 
oughness by Huf eland in his Neue Grundlegung der Staatswirthschaftskunst 
(1S07), I, 118 ff.; Lotz^ Revision der Grundbegriffe (i8ii ff.), I, 31, ff.; Storcky 
Handbuch, i ; Rati^ Lehrbuch, I, 56, ff. ; Thomas^ Theorie des Verkehrs, I, p. 
11; /TimVj, Tubing. Zeitschr. 1855; Basiiafs declaration (Harmonics, p. 171 
ff.) : that ** valetir " (by which Bastiat means only value in cxchange),=/e rap- 
fort de dcMX services ichangis^ contains a two-fold error : the ambiguity of 
the word services, which applies equally to a yielding or affording of utility, 
as to useful labor, and the error that the labor necessary to produce a com- 
modity, and of which the purchaser is relieved, alone determines its value in 
exchange. Compare infra §§ 47, 107, no, 115 ff., and Knies, loc. cit, p. 

6+4 ff 
* ProudhoHy Systeme des Contradictions ^onomiques, 1846, ch. 2, 
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this latter statement. True it is, that the need of iron is much 
more universal and urgent than the need of gold. On the 
other hand, a pound of gold yields satisfaction to the want of 
that metal, much greater than is yielded by a pound of iron, to 
the want of iron. We may speak of a contradiction between 
value in use and value in exchange, at the farthest, only in case 
the existing quantity of an article in trade, which can be done 
without, is not estimated correspondingly lower than the whole 
existing supply of a thing which is indispensable. But this is 
a case which cannot often occur. When, for instance, wheat is 
very dear, as in years of scarcity, people prefer to pay a very 
high price for it rather than to dispense, even in part, with its 
use; and so of all the necessaries of life. As people progress 
in economic culture, they become more expert in adapting the 
value in exchange of related goods, not only to their cost- 
value, but also to their value in use.' ^ 

The lower the state of a nation's economy, the more isolated 
men live from one another, the greater is the prominence given 
by them to value in use, as compared with value in exchange, 
a fact which makes a valuation of resources, which shall be 
universally applicable, a more difficult matter.* ^ • 

* In France, according to Cordier (Memoire sur TAgriculture de la Flandre 
Fran9aise), the wheat harvest yielded, in 

1817, forty-eight million hectolitres, with a value in exchange of two thous- 
and and forty-six million francs ; in 

1818, fifty-three million hectolitres, with a value in exchange of one thous- 
and four hundred and forty-two million francs ; in 

1819, sixty-four million hectolitres, with a value in exchange of one thous- 
and one hundred and seventy million francs. 

A rise in the value in exchange of wheat, such as was witnessed in 1817, 
is synonymous with a decline in the value in exchange of money, and of all 
those goods whose money price has not risen. It is no objection to the views 
here advocated, that when the necessaries of life are very scarce, the want 
of clothing, furniture, articles of luxury etc., is not felt so keenly as at other 
limes, and that the value in use of these commodities really falls ; and vice 
versa, 

»Compare B. Hildebrand, N. CEkonomie der Gegenwart und Zukunft, 
1848, I, p. 316 ff. Knies, loc. cit. 

* The greater importance attached, in our days, to value in exchange, than 
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SECTION VIL 

RESOURCES OR MEANS (VERMÖGEN). 

Resources^ or mcans^ in the sense in which we here use the 
term, are the aggregate of economic goods owned by a phys- 
ical or legal person, after deduction is made of the person's 
debts, and all valuable and rightful claims have been added.^ 
Hence, there are private resources, corporative resources, 
municipal resources, etc., state resources, national resources 
and the world's resources. In estimating the resources of a 
whole people, it is, of course, necessary to make deduction of 
the debts due by the individual members of the nation to their 
fellow coimtrymen.* 

to value in use, is seen especially in the attitude which the buyer, who is pos- 
sessed of the more current commodity (money), assumes toward the seller, — 
an attitude not unlike that of a patron towards his client. In the interior of 
Africa, the possessor of money, as such, would scarcely look down on the 
possessor of the means of subsistence. The South American Indians are 
ready to render an amount of service for a little brandy, which it would be 
in vain to ask them to perform for ten times its value in gold. (Ausland, 
Jan. 15, 1870.) The miser estimates the possibility of being able to procure 
for himself, for one dollar, a hundred different articles worth a dollar each, to 
be worth one hundred dollars. 

* When the wants of a person or of a people change, it is possible for the 
value in use ot one kind of goods, which had the greater prominence before, 
to take the place occupied previously by its value in exchange ; and vice versiU 
Thus, the youth sells the plaything he usetl in childhood ; the man, the educa- 
tional apparatus of his earlier years ; the old man, the implements that enabled 
him to acquire wealth, and which he can no longer use except with great 
effort. (M enger ^ Grundsätze, I, 220 ff.) 

• Rau (Lehrbuch* I, § 61 flf.) distinguishes between the concrete or quanti- 
tative value which a certain kind of goods may have for a certain person, 
under certain circumstances, and the abstract or species- value which a whole 
class of commodities may have for men in general. 

But F. J. Neumann, (Tübinger Zeitschrift, 1872, p. 288 ff.) objects, that 
even the abstract value of a commodity always suggests the relation of a 
definite number of concrete men to a definite quantity of goods; else, by the 
expression, value of goods, is to be understood not what it is generally meant 
to signify, but only the capacity to satisfy a single want. 

» Starch, Ueber die Natur des Nationaleinkommens (1824, 1825), 5, defines 
Vol. I— s 
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SECTION VIIL 

VALUATION OF RESOURCES. 

It has often been made a question, whether the valuation of 
resources should be based on the value in use, or the value in ex- 
change of their constituent parts.* The latter has, of course, 
no interest, except in so far as we are concerned with the possi- 
bility of obtaining the control of part of the resources, or 
means, of another, by the surrender of a part of one's own 
goods. In estimating the value of private resources, which 
require to be made continually an object of trade, this point is, 
of course, of the greatest importance. If certain of their com- 
ponent elements, lands, for instance, belonging to a fidci coni^ 
vitssum^ are incapable of entering immediately into the market, 
at least the revenue they yield is measured by its value in ex- 
change. 

It is quite otherwise, even with the resources of a whole 
nation. Such resources are, evidently, much more independ- 
ent, and have much less need of being exchanged against 
their equals, than private resources. The foreign commerce, 
of the greatest and most advanced nations, has, hitherto, been 
but a small quota of their internal commerce.* A valuation, 

resources {Vermögen) thus: a source of Income, permanent in its nature, and 
capable of being transmitted, the possessor of which does not need to work, 
on its account Hence he does not approve of tlie expression " tlie people's 
resources " ( Volksvermögen). 

* See especially Lord Lauderdale^ Inquiry into the Nature and Origin of 
Public Wealth, 1804, ch. 2. Storch^ loc. cit 

^Moreau de yonnh^ Le Commerce au 19. Siöclc (1825) I, 114 ff., says that 
the united States imported from abroad 9.6, France 6, and Great Britain 
5.8 per cent, of their annual consumption ; and exp>orted respectively 104, 
6.2, 9.8 per cent, of their annual production. The recent free trade tendencies, 
and the improvement in the international means of transportation, have cer- 
tainly increased the relative importance of foreign commerce. In the king- 
dorn of Saxony (1S53), Engel estimates that J^ of the whole production of 
llic country was destined for foreign countries, and that J| of the consump* 
lion was imported. 
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therefore, based on value in exchange, however interesting it I 
might be to enable us to determine how property is shared by 
the different classes and persons that compose the nation, ) 
\vould^aHorrbut little information concerning the absolute 
amount of the national , wealth. This, of course, applies in a 
much higher degree to the resources of the whole world. 

If^ now, we were to estimate the resources of an entire 
people^^ or even of the world, by summing up the value in ex- 
change of their several component parts, many very important 
elements would be left out of the account entirely; as for in- 
stance, harbors, navigable streams, numberless relations which \ 
have, indeed, no value in exchange whatever, but which are 
of the highest importance, because promotive of the economy 
of the nation. The same may be said of made roads of every 
descriptjon, the politico-economical value of which may be 
much greater than the value in exchange of their stock, than 
their cost of production etc. The increase of the value in 
exchange of any of the branches of the resources of a 
physical or legal person contributes towards really enrich- 
ing the nation or the world, only in case that the increased 
value in exchange is based on an increased utility in qual- 
it}' or quantity. Should an earthquake suddenly dry up a 
number of our springs, and thus give value in exchange to ' 
the drinking water from the remaining ones, we should, in- , 
deed, witness the introduction of a new object into the list ot { 
exchangeable goods; the owners of springs would be able to \ 
command a larger portion of the national resources, but at the 
expense of the rest of the population; and the whole country 
would have become poorer in goods by the catastrophe. Even 
the value in exchange of the national resources would not be 
increased; for all other goods, which, hitherto, as compared 
with water, had an unlimited capacity for exchange, would 
lose just as much of that capacity as water had gained, as 
compared with them.^ On the other hand, if a new mineral 

•When the land of a country beconies dearer, simply on account of the in- 
crease of population, or goods, the quantity of which is susceptible of increase, 
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spring should be discovered, the great value in use of the 
water of which gave it value in exchange, the resources of the 
nation would be really increased, not only in point of utility, 
but in exchange value; for no other goods, formerly known, 
would, in consequence of the discovery, lose in their exchange 
power. * 

SECTION IX. 

WEALTH. 

The possession of large and also of potentially lasting re- 
sources; objectively, such resources themselves, we call wealth. 
But it must be large in a two-fold sense; large as compared with 
the rational wants of its possessor, and large, also, as compared 
with the resources of other people, especially with the resources 
of those in the same condition of life. To be called rich, it 
is not enough " to have a sufficiency," (the individua l side) j^ it 
is. necessary to have more than others.^ If all men were pos- 

becau8e the cost of production has been increased, this cannot be considered 
an increase in the wealth of the people, (v. Mangoldt.) 

^ Neither is value in exchange a quality inherent in goods, but only a rela- 
tion between them and other goods. Hence it is absurd to speak of a rise or 
fall of all values in exchange. If the goods A lose in capacity to be ex- 
changed against goods B, goods B of course increase in exchange power as 
compared with A, and vice versa. It is necessary to guard against being 
misled here by the intervention of money, that is, by the custom universal 
among men of employing a definite kind of goods as a medium of exchange 
for all others. Yet there are manv writers who have been thus misled. Thus 
Galianiy Delia Mone^'(i75o), II, p. 2, who regards the lasting increase of 
the prices of all commodities as an infallible sign of national prosperity. To 
the same effect is the motto of the Phvsiocrates: Abundance et eher U c^ est 
opulence. In its coarsest form, in Saint ChatnanSy Nouv. Essai sur la Richessc 
des Nations (1824), 456, who would have that which is now the firec gift of 
nature, to come to us or be produced only as the reward of toil. K«rnV on 
the other hand, Meditazioni sull. econ. pol. (1771), ch. V, thinks that the 
number of buyers in a country should be as small as possible, and that of 
sellers as great as possible, in order that thus prices might be low ; (as if 
every buyer was not, eo i/sOj also a seller.) 

^ Kaufmann y Untersuchungen, I, p. 165 seq. Also, Verriß Meditazioni, 
XVII, 2. 
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sessed of a great deal, but all of an exactly equal amount, each 
would be compelled, it may be conjectured, to be his own 
chimney-sweep, his own scavenger and "boot-black." And 
how could anyone, then, be properly called wealthy? This is 
the soaal side qi the idea of wealth.^ Hence, a person, with 
the same resources, might be very wealthy in a provincial town, 
while, in the capital, he could enjoy only moderate comfort.^ 

*The differences characteristic of poverty, indigence, managing to live, 
fortune and wealth, cleverly treated by von yusti, Staatswirthschaft, i, p. 
449, seq. Rau^ Lehrbuch i, g 76, seq., establishes the following gradation : 
privation and wretchedness, poverty, indigence, "getting on," comfort, 
wealth, superfluity. L. Say calls those who can satisfy the wants of luxury 
rich; well-to-do, those who can command the comforts of life; and wretched, 
those who cannot obtain a sufficiency of the objects of prime necessity. In 
France, the limits of these situations are marked by an income of respect- 
ively 6o,O00i, 6,000 and 900 francs per family, so that a family with an income 
of only 300 francs per year is in a condition of wretchedness. (Traits de la 
Richesse, 1827, 1 fi*., 71 ffl) 

^Ptdmiert^ Ricchezza nazionale, Introd. The greater number of the defi- 
nitions of wealth are rather onesided than false. Socrates^ for instance, looks 
only at the relation existing between means and their owner's wants. {Xen- 
ofh, Memor., IV, 2, 37, seq. CEconom. II, 2 ff".). PlcUo^ on the other hand, as the 
socialists are wont to do, looks to the excess over that possessed by others. 
(Legg. V, 742, seq.). XenaphoiCs observations, Hiero, 4, on the nature of wealth, 
are many-sided and beautiful. Aristotle distinguishes between natural and 
artificial wealth: TZKi^i^o^ dpydymv otxovofjucxwv xat Tzohuxwv — 

;ri:j(?OC l^OfJUtTfiazo^. (Polit., i, 3, 9, 16.) Compare Cicero^ Parad. VI. 
The dominant idea of the so-called Mercantile System is thus expressed 
in a Saxon pamphlet of 1530 (MUntzbelangende Antwort, etc.): "Money is 
the real watchword ; where there is much money, there Is wealth, it is clear." 
Compare JLutker^ Werke, Irmisch edition, XXII, p. 200 seq. See some ex- 
cellent remarks in opposition hereto, in the Saxon pamphlet, Gemcync Stim- 
men von der Milntz, xS3a Schröder^ Fürstliche Schatz-und Rentkammer, 
1686, ch XXIX. " A country grows rich in proportion as it draws gold or 
money, either from the earth or from other countries ; poor, in proportion as 
money leaves it The wealth of a country must be estimated by the quan- 
tity of gold and silver in it" See a very passionate argument against this 
view mBcisffuiüebert^ Dissertation sur la Nature des Richesscs, written some- 
time between 1697 and 1714. Berkeley^ Querist (1735), Nos. 562, 542. Among 
Englishmen, the correct view was prevalent much earlier, especially 
among the founders of the American colonial empire. See Hackluyt^ Voy- 
ages (1600), III, 22 ff". 45 ff". 152 ff". 165 ff". 182 ff". 266 ff"; but especially the work 
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SECTION X. 

WEALTH.— SIGNS OF NATIONAL WEALTH. 

We should have a very imperfect idea of the wealth of a 
people (§ 8) if we should estimate it at the value in exchange 

"Virginia's Verger" in "Purchas Pilgrims " (1625), IV, p. 809 ff. However, 
several Spaniards >\"\jre led by hard experience to adopt a view opposed to 
the Midas- view (compare Aristotle^ Polit. I, ch. 3, 16), by which the first 
American explorers were carried away : Garcilasso de la. Vega (1609), Com- 
ment, reales II, ch. 6; Saavedra Faxardo^ Idea Principis christiani (1640} 
Sy mb. 69 : potissinus divitice ac opes terne fructus sunt^ noc dit tares in regnis 
fodince^ quam agricultura; plus emolufticniiy acclivia niontis VcsuviikUcra adve- 
runly quam Potosus mons. Contemporary with those Englishmen, was the 
Italian, Giov. Bolero^ who called attention to the fact, that France and Italy 
were the countries of Europe richest in gold, although they possessed no 
mines of the precious metal themselves: Delia Ragion di State (1591) p. SS 
ff. Also Sullj'y who called agriculture and cattle-breeding the breasts of the 
state, the real mines and pearls of Peru. (Economies royales I,ch. 81. See 
however, H, p. 381). Montchrdticn^ Traite d'Economie politique (1615) 81, 
172 seq. According to Sir D. North's Discourses upon Trade, 1691, wealth 
is synonymous with freedom from want, and the ability to procure many 
comforts, while Temple (ob. 1700, Works I, 140 scq.) looks entirely at the 
Bubjcctivc side of wealth. Pollcxfcrty " England and East India inconsistent in 
their Manufactures" (1697), considers gold and silver as the only real wealth. 
To this definition Davenant (ob. 17 14), opposes another. Wealth, according 
to him, is whatever places prince or people in a condition of superabund- 
ance, peace and security. See his Works, I, p. 381 seq. He even reckons 
intellectual powers, alliances etc., among the national wealth. Compare If. 
Roscher^ Zur Geschichte der englischen Volkswirthschaftslehre 1851, in the 
acts of the royal Saxon Academy of Sciences, vol. III. Vauban (Dime royalc 
1707), Daire*s edition, say s : "The real wealth of a people consists in an 
abundance of those things, the use of which is so necessary to sustain the 
life of man, that they cannot at all be dispensed with." By the wealth of a 
people Galiauiy Delia Moneta II, c. 2, understands the aggregate of all lands 
houses, movable property, money, etc. which belong to them, but, that the 
chief clement of wealth, and the condition precedent of all others, is men 
themselves. Hence, the process of the impoverishment of a people in their 
decline, takes the following course : money first emigrates, next, population 
diminishes, afterwards, the houses fall in ruin, finally, the land itself becomes 
a waste. According to Broggia, wealth is un ai\inzoosia vdlpredi tutto do eke 
avoMsa al proprio consumo c bisogno^ Dcllc Monete, 1743, IV, 307, 314; Cust) 
Pabmtn (oh, 1794), also says: 1/ superfluo constituiscc larkktMMa, (Publica, 
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of the sum'-total of the component parts of the national re- 
sources. By the following signs, however, an approximative 
notion of the value in use of the resources of a nation may be 
obtained: 

A. When, even the lower classes, who compose everywhere 
the greatest portion of the people, are comfortable, in a con- 
dition worthy of human beings. Thus, C. Dupin is surprised 
at the great quantities of meat, butter, cheese and tea entered 
on the accounts of the poor-houses in England, and the great 

Felicitä.) According to Turgot^ Sur la Formation et Distribution des Richesses 
^77'« § 9^^ ^^ 'wealth of a nation consists in the net proceeds of landed prop- 
erty capitalized at the ordinary price of land, and then of the aggregate of all 
the movable property of the country. Biisch^ Geluumlauf III, § 27, consid- 
ers a certain duration of the produce or revenue as an essential element in 
the idea of wealth. Lauderdale^ Inquiry, ch. II, distinguishes national 
-wealth and private wealth; the former embracing all that man covets as 
agreeable or desirable ; while it is one of the marks of the latter, that there 
should be no general superfluity of it on hand. Several modern English 
economists call wealth only that, the production of which cost human 
labor. Thus, Mallhus^ Definitions (1827) p. 234. Torrens^ Production of 
Wealth, 1821, ch. I. When Rossi, Cours d'Economie politique, 1S35, L. 
2, says : tout chose frofre d satisfairc aux besot us de Vhommc est richesse, he de- 
monstrates how the frequent inaccuracy of the French language stands in 
the way of a close analysis. The greater number of more recent definitions 
are true of resources rather than of wealth. Bastiat distinguishes between 
rickesse elective and relative, the former being based on utility, the latter on 
zxtiemr. (Harmonies, ch. 6.) 

* The national wealth of Athens, at the time of the hundredth Olympiad, is 
estimated by Böckh (Staatshaushalt der Athen, I, p. 636, 2d ed.) to have been 
from thirty to forty thousand talents, besides the non-taxable property of the 
state. That of Great Britain is estimated at about 8,000 million pounds ster- 
ling. (Athenaeum 5 March, 1S53.) Wolowski estimated that of France at, 
at least, 116 millixu*ds of francs, with an annual increase of i^ milliards. 
(L*or et r Argent, 1870. EnquÄte, 59.) David A. Wells estimated that of the 
United States, in i860, slaves not included, at 14,183 million dollars, or $451.20 
per capita, whereas in England, the per capita wealth was about $1,000. 
(f/Hdedraftd^s Jahrh^ 1870, I, 431.) The national wealth of the kingdom of 
Saxony is equal to 600 million thalers immovable, and 600 million movable, 
property. (Engel, Statist Zeitschr. August, 1856). That of WUrtemberg = 
3,710 million florins, of which 700 millions represent movable goods, and 100 
million, claims on foreign countries. (Statistisches Handbuch, 1863.) Of 
course all these estimates are very inexact 
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care taken to have these of the best quality.* A good symp- 
tom of such a state of things is a high average duration of^ 
human life, especially when there is a relatively large number 
of births. (§ 246.) 

B. When a considerable outlav, devoted to the satisfac- 
tion of the more refined wants, is voluntarily made, and by 
those only possessed of a proper economic sense. Thus, in 
England, the various mission, bible, and tract societies had, 
in 1841, an aggregate income of £630,000. The expeditions 
in search of Franklin cost over a million pounds sterling. The 
state outlay also belongs to this category, provided, that taxes 
are collected and loans obtained, without any noticeable op- 
pression. The sum of 20,000,000 pounds sterling, voted, in 
1833, by the British Parliament for the abolition of slavery, is 
one of the happiest signs of the national wealth of England.' 

C. A large number of valuable buildings, and permanent 
improvements; for instance, roads of everj' description, works 
for purposes of irrigation and drainage. Thus, in London, 
from September, 1843, to September, 1845, there were con- 
structed squares and streets with an aggregate length of ii.i 
geographical miles. The number of newly built houses in 
London, between 1843 and 1847, was nearly 27,000. And so, 
in England and Wales there are 492 geographical miles of 
navigable canals, while their navigable rivers are estimated to 
have a length of only 449 miles. The number of miles of 
railroad, in the British Empire, in 1865, was 2,897 geographi- 
cal miles, and they cost 459 million of pounds; in 1870, it was 
3,270 geographical miles, at an aggregate cost of 650 millions 
sterling. 

D. The frequent occurrence of hea\y commercial pajTnents, 
which finds expression especially in the magnitude and costli- 
ness of the most usual medium of exchange. Thus, all pay- 
ments are made in England in paper (for sums of at least five 



• Ck. Dtipin, Forces productives, p. 82. Sec itifrtt, § 23a 

•Compare Mn'tfin^cr^ Das britische Reich in Europa, pp. 79, 238, 261. 
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pounds sterling) or in gold coin. Silver is used only as small 
change, like copper in most other countries. {Jnfray § 118, 
seOi^* 

QE., Frgjiueilt loans to foreign nations. Hence, Storch divides 
all countries into borrowing or poor coimtries, loaning or rich 
countries, and independent countries which hold a middle 
place between the two former.*^ 



SECTION XI. 

OF ECONOMY (HUSBANDRY). 

A lLnormal econom y^ (husbandry) a ims at securing a maxi- 1 
m um of personal advantage with a minimum of cost or out - 
lay.' And there are always t wo intellectual incentives at th e 
f oiindation of this econom y. T here is, first, self-interest , the 
positive manifestation of which is the effort to acquire as much j 
of the world's goods as possible, and the negative expression 
of which, the eflbrt to lose as little of them as possible — a^- 
T"^tiYCT?P^ — saving . Self-interest, losing its moral, and as- 
suming a guilty, character, degenerates into egotism ; acquis- 
itiveness, into covetousness; and the disposition to save, into 
avarice — the solifsismus of Kant. The incentive to ameliorate 
one's condition is common to all men, no matter how varied 

^IMtvcnant considers an increase in the number of houses, ships and stocks 
of goods, as the surest sign of an increase in the national wealth ; and on the 
other hand, a high rate of interest, a low price of land, small wages, a de- 
crease of population, and an increase of uncultivated land, as the signs of 
national impoverishment (Works, I, pp. 354, seq. II, p. 2S3.) Sir M. 
Decker^ Essay on the Causes of Decline of Foreign Trade (i 744), 3, gives as the 
signs of impoverishment, the following : a wretched condition of the poor 
and of manufactures, a low price of wool, long credit to retail dealers, fre- 
quent cases of bankruptcy, exportation of the metals, unfavorable exchange, 
few new coins, many cases of unpaid rent of leased land, and high poor rates. 

*St<frcMy Handbuch, I, 45. Compare tnfra^ § 187. 

' On the difference between human and animal economy, see Sckön^ Neue 
Untersuchungen der N. CEkonomie, (1835), 4. 

* Compare ScMße, System, III, Aufl. I, 2, 28. 
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the form or different the intensity of its manifestation, jt 
g uides us all from the cradle to t}\e gfave . It may be re- 
stricted within certain limits, but never entirely extinguished. 
It is, in the domain of economy, what the instinct of self-pres- 
ervation is to our physical existence, a powerful principle of 
creation, preservation and of renewed life (I. ThessaL, 4, 11, 
seq.).^ Then there is the incentive of the demand of God's 
voice within us, the voice of conscience, whether we call it, in 
philosophic outline " the adumbration of the ideas of equity, 
right, benevolence, of perfection and inner freedom," or, fram- 
ing our lives in accordance with them, the striving after the 
Kingdom of God.* It matters not, how much the image of 
God may have been disfigured in most men, there is no one 
in whom the longing for it has so far disappeared as to leave 
no trace behind. This puts bounds to our self-interest, and 



' KnieSy in his Polit. CEkonomie vom geschichtl. Standpunkte, 1853, P« ^^ 
fF., shows, very happily, how the love of one*s self, — which must, indeed, be 
distinguished from self-seeking — is not in conflict with the love of one*s neigh- 
bor; but that, in healthy natures, it is found allied with a feeling of equity, and 
of the common good. See, also, F, Fuoco^ Saggi economici, Pisa, 1825, Nr. 
7. SchutZy Das sittliche Element in der Volswirthschaft : Tübinger Zeit- 
schrift für Staatswissensch. 1844, p. 132, ff. 

* " That they should seek the Lord if haply they might feel after him.** 
(Acts, 17, 27. . Compare Matthew, 6 : 33, also I. Timothy, 5:8.) Adam MtUler 
in his No th wendigkeit einer theolog. Grundlage, 49 seq., is a strong advo- 
cate of all this, but a rather narrow one. The farmer, he says, should first 
work for the love of God, then for the fruit, that is, for the gross product, 
and lastly for the net product His work is a trust Müller considers the 
business relations of men, as they exist at present, as " the comfortless mu- 
tual slavery of all.*' (Noth wendigkeit einer theolog. Grundlage, 49 ff.) The 
economist, Ch, Perirty who writes from the Catholic politico-economical stand- 
point, substitutes for conscience, rcnottcetnenty as the force antagonistic to 
intirHy an expression inappropriate, because merely negative, although in 
perfect harmony with the ascetic religiousness of the middle ages. (De la 
Richcsse dans les Socidtiös chrfetiennes, 1861, II vol., passim.) Compare 
Roschcr in Gelzer*s Protestant Monatsblattem, Jan. 1863. Puchia^ Institu- 
tionen, I, f. 8, opposes to individualism — or the impulse to distinguish our- 
selves from others, and which, when uncontrolled, leads to egotism, pride 
and hate — love and right, which are controlling powers over the former. 



Sec. XL] ECONOMY. 75 

transmutes it into an earthly means to enable us to approxi- 
mate to an eternal ideal. 

As, in the structure of the world, the apparently opposinjj 
tendencies of the c entrifug al and c entripe tal forces produce 
the h armon y of the s pher es, so, in the social life of man, self- 
mterest and co nscience pr oduce in him the feeling for the com- 
mon good .^ This sentiment of the common interest is the 
foundation on which rise in successive gradation, the life of 
the family, of the community, of the nation and of humanity, 
the last of which should be coincident w^ith the life of the 
Church. It, alone, can realize the kingdom of heaven on earth. 
Through this sentiment alone can religion be made active and 
moral. Only through it^ ran «^If-intfu-^^^i; h p made really siir e 
a nd always to the purpos e. Even the most calculating mind 
must acknowledge, that numberless institutions, relations etc., 
are useful and even necessary to many individuals, which can 
be established or maintained only from a sense of the general 
welfare, for the reason that no one individual could make the 
sacrifice required to establish or maintain them. And so, since 
commerce has wrought the interests of all men into one great 
piece of net-work, the best means of obtaining wherewith to 
satisfy oiu* own wants is to help others satisfy theirs. Self- 
in terest causes every one to choose the course in life in which 
he shall meet with the least competition and the most abundan t 
patronage ; i n other words, that which answers to the most 
pressing and least satisfied want of the community . As a rule, 
the physician who cures the greatest number of patients with 
the greatest skill, and the manufacturer who produces the 
best goods cheapest, will grow to be the richest. It is, more - 
over, e asy to see that , acc ording as the circle of common in - 
terests grows smaller, i t approximates to self-interes t: and 



• Even the ancients conceived Eros as a world -building principle. Accord- 
ing to Schönes expression, loc. cit, which it is not difficult to misconstrue, 
the feeling of the common interest manifests itself, both as law and force. 
And, in reality, it is necessary that, in order not to permit the drowsy con- 



76 INTRODUCTION. [Ch. I. 

to *^ the Kingdom of God '^ * as it yows large r. And yet, all 
these circles respectively condition one another. Cosmopol- 
itanism or church-zeal, without love of country; patriotism, 
without fidelity to the community in which one lives, or love 
of one's family, are more than suspicious. The reverse is 
also true. This is a chief connecting link between the great 
apparent opposites.^ * 

science to fall too far behind self-interest, which is always awake, it should 
create lasting institutions and regulations above and beyond the caprice of 
the individual or of the moment; for instance, in the family, marriage, educa- 
tion etc. 

* The more private intercct ceases to be momentary, and becomes life- 
longand even hereditary, the better does it harmonize with the feeling of the 
common interest 

' Pcrin says (i, 93), that the conflict of interest is reconciled in the seeking 
for the attainment of the supreme good, that is God, " who gives himself to 
all in equal measure, and yet always remains the same, and out of whose ful- 
ness all may draw, and yet no one's share grows less." But the same is true 
of all ideal goods, and of every forrfi of the feeling for the common interest, 
the highest of which is, indeed, religiousness. 

® According to Kant^ Anthropologie, p. 239, the desire of comfort and 
well-being, and the inclination to virtue, when the former is properly re- 
strained by the latter, produce the highest degree of moral, united to the 
highest degree of physical, good. It is well known, that during the middle 
ages, in all countries except Italy and, even up to the seventeenth century, 
the moral sciences were under a one-sided theological influence, whose as- 
cetic condemnation of self-interest may have been well enough during a 
period of violence. By virtue of a very natural reaction, and as a protest of 
individualism against the constraint of absolute monarchy, the materialists 
of the eighteenth century endeavored to discover, even in the most exalted 
phenomena of human society, only the expression of an enlightened self- 
interest See Mandevillc^s Fable of the Bees, or private Vices public Vir- 
tues (1723), but especially, Hclviiius^ De TEsprit (1758). Vcltairc says, that, 
in all the celebrated maxims of Dc Rochefottcauld (1665) there is but one 
truth contained, que Vamour propre est Ic mobile de totifcs. nos actions. (But 
see, per contra, Pufendorf^ Jus Naturie et Gentium, 1672, II, 3, 15.) This ten- 
dency was opposed, especially by the English, who could not be blind to the 
influence exerted in public life by the feeling for the common good. David 
Humc^ Treatise on Human Nature (1739), III, 54, is of opinion that the in- 
terests of others are, on the whole, in the case of nearly every man stronger 
than even his own self interest Htifche^oti^ System of Moral Philosophy 
(1755), speaks of the innate principle of benevolence. Man is not a perfect 
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SECTION XII. 
ECONOMY.— GRADES OF ECONOMY. 

Thanks to this feeling for the common weal, the eternal and 
destructive war — the helium omnium contra omncs — which an 
unscrupulous self-interest would not fail to generate among 
men engaged in the isolated prosecution of their own economic 
interests, ceases in the higher, well-ordered organization^ of 
society. On it are based the various forms of economy in 
common : family-economy, corporation or as sociation-econom y, 

^% hole ; a part belongs to his own person, part to his family, part to the na- 
tion, part even to all humanity. Btcrkr, Inquiry into the Origin of our Ideas 
of the Sublime and Beautiful (1756), distinguishes two fundamental pnnciples 
of action, that of self-preservation and that of society. On the former is 
based the sense of the sublime; on the latter, of the beautiful. Accord- 
ini; to Fcrgttsou^ History of Civil Society, (1767), I, 3, 4, the "sense of 
union " is frequently strongest where the advantage drawn from the con- 
nection is smallest ; for instance, it is weakest in highly cultured commercial 
countrie-*. Adam Stnitli^ Theory of Moral Sentiments (176S), has been as 
one-sided in reducing everything to "sympathy," as he has been in his 
Wealth of Nations in reducing everything to "self-interest;" but not with- 
out the consciousness, that to explain the reality, it is necessary to take both 
into consideration (Buckle). It would, indeed, be just as preposterous to 
base economy on self-interest alone, as to base marriage merely on the sexual 
appetite. Recently, Hermann^ Staatswirthschaftliche Untersuchungen, ist 
ed^ part ist, discovers in self-interest, and in the feeling for the common 
good, the two springs of all economy. He would even base the so-called 
theoretic Political Economy, on the study of self-interest, its practice in that 
of the common good. M. Chrz'aUcr^ Cours d'Economie politique, 1S44, II, 
412 ff., understands something very like this by the contrast between lil^erty 
and centralization. The aniagonismc and aseodation of Bazard^ Exposition 
de la Doctrine de Saint Simon (1S29), p. 144 ff. Closer investigation will 
*how, however, that self-interest, which must not be confounded with egotism, 
and the common interest, are neither coordinate nor exhaustive opposites. 
Compare the beautiful contrast drawn by Goethe (Pocket edition of 1833, vol. 
4(i, 97), between " Pietät " and " Egoisterei." 

^Pauif I. Corinth. 12, gives the most beautiful model description of a social 
organism. Compare, however, the fable of Menenius Agrippa in Livy^ II, 32. 
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mu nicipal econo my, and na tional econo my.^ And t hese form s 
of economy in common are so essentially the condition a nd 
c omplement of individual econom y, that the latter, without 
them, could either not be maintained at all, or, at least, only in 
the very^lo west stage of civilization. 

Although the higher science of Political Economy has, 
nearly always, been conceived ^ as treating of the aggregate 
national activity of a people, there have been many, recently, 
who consider Political Economy as no real whole, but only as 
a mere abstraction. This is true, especially of many uncon- 
ditional free-trade theorizers, partly from a repugnance toward 
the governmental guardianship of private businesses or econ- 
omy. It is true, also, of certain philosophers who consider 
the idea, " the people," as merely nominal* There are, how- 

• Excellent beginnings of a general theory of economies in common in 
Sckäffle^ N. CEkonomie, II, Aufl., 62 flf., 331 ff. 

*The French and English, with their strong political bias, use the expres- 
sions respectively economic politique and Political Economy. In Germany, 
where the terms the people ( Volk) and the state (Staat) are much less nearly 
coextensive, the words Volks-nirthschaft and Nationalökonomie are preferred. 
But even Hufeland^ who first gave currency to the term Vailkswirtkschaft 
(Grundlegung, I, 14), called attention to the peculiarity " that the term econ- 
omy suggests that there is one who economizes and guides, an economist in 
chief, and that such a one is, even according to the most correct opinion, 
wanting in the public economy of a people. 

* According to Th. Cooper^ Lectures on the Elements of Political Economy, 
(1126), I, 15 ff. 117, the weal til of society is nothing but the aggregate wealth 
of all the individuals that compose it. Each individual looks out best for his 
own interests, and, hence, that nation must be the richest, in which each indi- 
vidual is most completely left to himself. (If this were so, savage nations 
would be the richest!) Cooper goes so far as to disapprove of the protection 
afforded to commerce on the high seas by a national navy ; no naval war is 
worth what it costs, and merchants should protect themselves. He says, too, 
that the word " nation " is an invention of the grammarians, made to save 
the trouble of circumlocution, a nonentity! Adam Smith is, as might be ex- 
pected, far removed from such absurdities. (Compare Wealth of Nations, IV, 
ch. 2, and the end of the fourth book.) But, even he is of opinion that men, 
in the study of their own advantage are led " naturally, or rather necessarily" 
(IV, ch. 2), to the employment which is most useful to society. But here 
Adam Smith overlooks the fact, that every individual nation strives after earth- 
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ever, two things necessary to warrant us to call a thing made 
up of a number of parts, one real whole: the parts and the 
whole must have a reciprocal action upon one another, and the 
whole, as such, must have a demonstrable action of its own. 
{Drobisch.) In this sense, " t he people " is, unquestionably, a 

l_v immortality, and is, in consequence, frequently compelled to make imme- 
diate sacrifices for the sake of a distant future, a thing which can never be 
to the private interest of the mortal individuals who compose it. And thus, 
D. Norih^ Discourses upon Trade (1691), 13 seq., says, that in commercial 
matters, different nations stand in precisely the same relation to the whole 
world, that individual cities do to the kingdom, and individual families to 
the city. Similarly, Boisguillchert^ Factum de la France, ch. 10, 327, Daire*s 
edition. Benjamin Franklin (ob. 1790), Political Papers, g 4. And y. B, Say\ 
Traits d' Economie politique (1802) 1, 15: every nation is, in relation to neigh- 
boring nations, in the situation of a province in relation to neighboring pro- 
vinces. Unfortunately, such doctrine is only too palpably refuted by every 
war! y. BenthanCs saying: Les inUr6ts individucU sont Ics seuls intirits 
rids (Traits de Legislation, I, 229). Infra § 98. 

Among those who, in antiquity, most energetically maintained that the 
idea of national economy is not a merely nominal one, is Plato (De Republ., 
IV, 420, I, 462); more recently, Fichte (Der geschlossene Ilandelstaat, 1800), 
• although, in general, the socialists attach as little importance to nationality as 
their most decided opponents. Adam Müller is a writer who deserves recog- 
nition for his advocacy of national economy, and of the state as a whole, par- 
amount to individuals, and even generations. He gives war the credit of 
causing the scientific knowledge of the state to cast deeper roots, and of en- 
lightening individuals in the most forcible way, that they are parts of one 
great whole. (Elemente der Staatskunst, 1809, 1, 7, 1 13). He calls public econ- 
omy, as a whole, the product of all products. What, he inquires, is the use ot 
all wealth, if it does not guaranty itself? And this, it can do, only through 
the organization of the whole people, that is, through the nation (I, 202). 
Adam Smitl^s theory of labor would be correct if it considered the entire na- 
tional life of a people itself as one huge piece of labor. (II, 265). And so, 
Müller directs his polemics against Adam Smith's premise of a merely mer- 
cantile world-market (II, 290). Similarly, the protective tariff theoreticians, 
GtfjwVil, Th^rie de TEconomie politique (1822), II, 198 ff. and Fr, List^ Na- 
tionales System der politischen Oek. (1842), I, 240 ff. Cotton^ Political Econ- 
omy of the United States, 1853. Sismondi^ Nouveaux Principes (1819), I, 
197, ridicules the opinion which resolves the public interest into merely pri- 
vate interests : It is A's interest to rob B ; B, the weaker, is equally inter- 
ested to let himself be robbed, that he may fare no worse. But the state 
— ? I 
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reality , a nd not alone the individuals who constitute the " pe o- 
gle." Besides, it is truly said that all husbandry or economy 
supposes a will ("systematized activity" etc., supra^ § 2). 
Such a will is ascribed to individuals, to legal persons, to the 
state, but not, however, to " the people," as a whole. But this 
will need not be an entirely conscious one, as is plain from the 
case of the less gifted and less cultured individuals engaged in 
household economy. The systemization in t he public econ> 
omy öfä people finds its clearest expression in economic laws, 
and in the institutions of the state. But it finds expression, 
also, without the intervention of the state, in .the laws estab- 
lished by use, and by the opinions of jurists or courts, in com- 
munity of speech, of customs and tastes etc.: things which 
have an important economic meaning, which depend on the 
common nature of the land, of race and history, and which 
influence the state, at least as much as they are influenced 
by it.» • 

The most that can be said, at present, so far as an economy 
of mankind, or a world-economy, is concerned, is, t hat it m ay 
be shown that important preparations have been made for it. 
We are approaching more nearly to it by the ways of the 
more and more cosmopolitan character of science, the increas- 
ing international cooperation of labor, the improvement in the 
means of transportation, growing emigration, the greater love 
of peace, and the greater toleration of nations etc. 

* National wars are really no mere operations of the will of the state I Since 
iSoOi, Ireland, and, since 1S5S, even British India, constitute one state with 
England, and yet how different are the economic tendencies of these different 
countries of which the individual husbandman or business man must take 
cognizance ! 

• One might also deny the reality of a stream, considered as a whole, since 
its bed, no one calls a stream, and its watery contents change every moment 
And yet, it is well known to scientific geography that every stream has its 
own individual character. 
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SECTION XIII. 

POLITICAL ECONOMY.— THE ECONOMIC ORGANISM. 

The idea conveyed by the word organism^ is doubtless, one 
of the most obscure of all ideas; and I am so far from de- 
siring to explain ^ by that idea, the meaning of public or na- 
tionaI_economy, that I would only use the word organism as 
the shortest and most familiar expression of a number of 
problems, which it is the purpose of the following investiga- 
tion to solve. 

There are two points, especially, of importance here. In the 
motion of any machine, it is possible to distinguish with the 
utmost accuracv, between the cause and the effect of the mo- 
tion: the blowing of the wind, for instance, is simply and pure- 
ly, the cause of the friction of the mill-stones in a wind-mill, 
and is not in the least influenced or conditioned by the latter. 
But, in the public economy of every people, patient thought 
soon shows the observer, that the most important simultaneous 
events or phenomena mutually condition one another. Thus, 
a_ flourishing state of agriculture is impossible without flomish- 
ing industries; but, conversely, the prosperity of the latter 
supposes the prosperity of the former, as a condition precedent. 
It is as in the human body. The motions of respiration are 
produced by the action of the spinal cord; and the spinal 
cord, in turn, continues to work only through the blood, that is, 

* This "would be to be guilty of explaining ignotum per ignotius. And yet, 
there are a great many modern writers who imagine that they have said 
Eomcthing all-sufficient, when they have told us that the state is an organ- 
ism. As early a writer as Hufeland {^. Grundlegung, I, 1 13), enters his pro- 
tect against such abuses. The person who would operate with this notion, 
!>hould, at least, have read the acute observations, so well calculated to dissi- 
pate preconceived opinions, made by Lotzc^ in his Allgemeine Physiologic 
des körperlichen Lebens, 1-165. The organic conception of national life, 
the life of a whole people, where the individual organs are free and rational 
beings, is evidently a much more difficult one to form than that of the 
animal or human body. 

Vol. I.r-6 
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• 

by the help of respiration. In all cases like this, we are forced, 
when accounting for phenomena, to move about in a circle, un- 
less we admit the existence of an organic life, of which every 
individual fact is only the manifestation.* ' 

It is, also, undeniable, that human insight into the operation 
and utility of a machine must always precede the existence of 
the machine itself. This human insight is parent to the plan, 
and the plan, in turn, is parent to the machine. The very re- 
verse of this is true in the case of organisms, those " divine 
machines " as Leibnitz called them. Men had digested food 
and reproduced their kind, thousands of years before physiol- 
ogists had attained to a true theory of digestion or reproduc- 
tion. I do not, indeed, by any means, pretend, that the public 
economy of nations is governed by natural necessity, in the 
same degree, as for instance, the human body. We shall find, 
however, that the minute arbitrary variations usual here and 
there in the course of its development, generally compensate 
for one another, in accordance with the law of large numbers. 
Here, too, we find harmonies, frequently of wonderful beauty, 
which existed long before any one dreamt of them; innumer- 

• I first called attention, in my work on the life-work and age of Thucydides, 
to the fact that that great historian always accounts for causes in the follow- 
ing manner: A. is produced by B., and B. by A. {Roscker^ Leben Work 
und Zeitalter des Thukydides, 199 ff. ; compare especially Thucyd.^ I, 2, 7, seq.) 
Such a circle is not a vicious one. All first class historians have thus ex- 
plained historical phenomena. The one-sided deduction of A. from B., and 
B. from C, etc., which the so-called pragmatic writers like Polybius^ for in- 
stance, is the result of overlooking all reciprocal action. Scialoja^ Principii 
(1840), p. 60, makes a somewhat similar observation for Political Economy. 

3 Whether we call the unknown and inexplicable ground back of all analy- 
sis, and which our analysis cannot reach, vital force, generic form, spirit of 
llie nation, or God's thought, is for the present a matter of scientific indiffer- 
ence. All the more necessary are the self-knowledge and honesty, in gen- 
oral, which admit the existence of this background, and which do not, by 
denving it, deny the connection of the whole, which is, for the most part, 
much more important than the analyzed parts. But I must at the same time, 
c:U.T niv i-ncr;;otic protest against the imputations of heresy made by those 
\vh(^ do not comjjrehcnd the sacred duty of science, by never ceasing investi- 
iration, to push f;irthor back the bounds of this inexplicable background. 
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able natural laws^ whose operation does not depend on their 
recognition by individuals, and, over which, only he can ob- 
tain power who has learned to obey them. {Bacon.) ^^'^ But 

* When HUdebrandy ior instance, objects to the application of the expres- 
sion " natural law " to the economic actions of man, for the reason that it 
con6icts with human freedom and man^s capacity for progress (Jahrbücher 
der N. CEek. und Statistik., 1863, Heft., I), I cannot agree with him. I use the 
expression " natural law " wherever I observe uniformity, explicable in its 
broader connections, and not dependent on human design. That there are 
such unifonnities there can be no question. I need only mention the philo- 
logical law of the so-called " permutation of consonants," which individuals 
follow when speaking — certainly not through compulsion, — and, by means 
01' which, the progress of the speaking aggregate is made manifest Or, I 
might call attention to the well known fact, that, in populous countries mar- 
riages and crimes, which are for the most part free, are divided among the 
different age-classes in a proportion much more uniform, from year to year, 
than arc deaths, which are not free. I adhere all the more firmly to the ex- 
pression " natural law," because no one takes offense at or objects to the ex- 
pre<%sion, ** nature of the human soul." But to this very nature of the human 
soul belong the freedom and responsibility of the individual, as well as the 
capacity of the species for progress. Compare A. Wagner^ on Law in the 
Apparently capricious Actions of Man {Die Gesetzmässigkeit in den schcinbur 
willkürlichen menschlichen Handlungen ^ 1864, p. 63 seq.), in which, how- 
ever, he only goes so far as to show that law and freedom coexist side by 
»ide as indubitable facts, while tlie seeming contradiction between the two 
remains. DrobiscJCs Moralische Statistik und die menschliche Willensfrei- 
heit, 1867, is an important contribution to the literature of this question. 

*lVbately^ in his fourth lecture (Lectures, 183 1), shows in a very clear way, 
how London is supplied and provisioned by men with no object in view but 
their own personal interest, each of whom is possessed of but a very limited 
knowledge of the aggregate wants of its inhabitants, and yet they work into 
one another's hands, in the interests of the whole, purely instinctively, and 
infinitely better, perhaps, than the operations of the most skillful governmental 
commission, organized for the same purpose. 

• Alphonsus of Castile, the king astrologer of the thirteenth century, is 
reported to have said, that the universe would have been much bettor consti- 
tuted, if the Creator had asked his advice beforehand. Astronv)mcrs like 
Newton and Gauss have, certainly, judged otherwise. 

' MacCnlloch remarks, that there is an essential difference between the phys- 
ical and the moral and political sciences in this, that the principles of the form- 
er apply in all cases, those of the latter, only in the greater number of cases — 
a thought very ably developed by Knies^ loc. cit., passim. If, with Xezvmarcky 
(London Statistical Journal, 1S61, p. 460 seq.), we could grant, Üiat there is no 
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it should never be lost sight of, that the natural laws govern- 
ing the public economy of a people, like those of the human 
mind, are distinguished in one very essential point from those 
of the material world. They have to do with free rational be- 
ings, who, because they are thus free and rational, are respon- 
sible to God and their conscience, and constitute in their ag- 
gregate a species capable of progress. 



SECTION XIV. 

ORIGIN OF A NATION'S ECONOMY. 

The public economy of a people has its origin simultane- 
ously with the people. It is neither the invention of man nor 
the revelation of God. It is the natural product of the facul- 
ties and propensities which make man man.^ Just as it may 
be shown, that the family which lives isolated from all others, 
contains, in itself, the germs of all political organization,* so 
may it be demonstrated, that every independent househo ld 
management co nt ains the germs of all politico-economica l 
activity. The public economy of a nation grows with the 
nation. With the nation, it blooms and ripens. Its season 
of blossoming and of maturity is the period of its greatest 
strength, and, at the same time, of the most perfect develop- 

*' law," except where it is possible to predict each individual occurrence under 
it, there would be no such thing even as the " laws ** of the probability of life. 
The word " element,** also, means something very dilTerent in Political Econ- 
omy from what it does in chemistry : a combination which might be broken 
up, hut which that science leaves it to other sciences to do. The " element *' 
of Political Economy is Man. Compare Pkltfard^ Einleitung in die poli- 
lUi he a^k., i860, 17. 

* It is in this sense that Aristotle (Polit, I, p. i, 9 Sehn.) says: ifOMtphv^ 

8r^ TMV if'jatt f^ izhh^ lazt^ xae dre dv9pamo^ finret nohrabif (^wov. 

Aroording to L. Steift^ Lehrhuck der Votkrwirtksckaft^ 1858, 33, the political 
i-i'<»iu)in V of a people begins at the point where the overplus of individuals 
lH*j;lnn. 

•Comjuirc K. L. von HdUcr^ Restauration der Staatswissenchail, I, p. 
446 ff. 
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meat of all its more important organs.^ In respect to it, the 
economic endeavors of any epoch may be said to be repre- 
sented by two great parties, the one progressive, the other, 
conservative. The former would hasten the period of the na- 
tion's richest and most varied development, the latter postpone C#*^ 
its departure as long as possible ; and hence it comes, that a 
people's economic decline is sometimes taken for progress, by 
the former class, and their progress for decline, by the latter. 
As a rule, the union and equilibrium of these parties are wont 
to be the greatest at the period of maturity, because, then, in- 
telligence and the spirit of sacrifice for the common good are 
most general.* 

Finally, the public economy of a nation declines with the 
people. {Infra^ § 263 ff.) 

SECTION XV. 

DISEASES OF THE SOCIAL ORGANISM. 

If the public economy of a people be an organism, we must 
expect to find that the perturbations, which affect it, present 
some analogies to the diseases of the body physical. We 
may, therefore, hope to learn much that may be of use in 

* As SaUust characterizes the political apogee of the Romans : Optimis 
noribus et maxima Concordia cgit popuUis Romanus inter secundum atque fos- 
tremum beUum CarthaginienseP See Augmtin (Civ. Dei II, 18). Puchta 
(Institutionen, I, f. 83), with a great deal of good sense, distinguishes in every 
people their individual character from that which they share in common with 
all mankind. The latter exists among savage nations, only as a germ buried 
under the overpowering weight of that which is special to them. The pe- 
riod of the perfect equilibrium of both elements is coincident with that of a 
people's real culture. In the further course of development, the latter, more 
general element becomes gradually over-powerful, destroys the individual, 
and thus dissolves nationality. 

*Thus formulated, the principles of the two great parties, evidently, no 
more contradict one another than their ordinary watchwords, " freedom " 
and "order," are in contrast with one another. Hence all the great states- 
men of the best periods of history have adopted the middle course rec- 
ommended by Aristotle. 
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practice, from the tried methods of medicine.* In the diseases 
of the body economic, it is necessarj' to distinguish accurately, 
between the nature of the disease and its external symptoms, 
although it may be necessary to combat the latter directly, 
and not merely with a \'iew to alleviation. Following the 
example of the physician, we should particularly direct our 
attention to the curative method which nature itself would 
pursue, were art not to intervene. " The curative power of 
nature is no peculiar power; it is the result of a series of happv 
adjustments, by means of which the morbid perturbation itself 
sets in nwtion the springs which may either destroy the evil 
or paralyze its action. It is, in fact, nothing but the original 
jH>wer which formed the body and preserves its life in contact 
with the external causes of perturbation and the internal dis- 
orilcr provoked by these causes." (jRuc/c.) 

»Si'<5 /-o/i«', AU^^mcinc Pathologie, 1842. /?«tf/<r, Lehrbuch der allgemein- 
vu Therapie, 1852. These analogies, obviously, should not be pushed too far. 
One laihc niOHt chKcntial differences between the two consists in this, that 
m the diÄcuiie* of the body politic, physicians and nurses are themselves part 
vt Ihtf di<teuüeil organism. 
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CHAPTER II. 

POSITION OF POLITICAL ECONOMY IN 
THE CIRCLE OF RELATED SCIENCES. 



SECTION XVI. 

POLITICAL OR NATIONAL ECONOMY. 

By the science of national.^ or Political Econom y, we unde r- 
s tand the science which has to do with the laws of the deyel- 
opment of the economy of a nation , or with its economic na- 
t ional life. (Philosophy of the history of Political Economy, 

*See AhrerCs very beautiful exposition, Organische Staatslehre, 1850, I, 77. 
National economy (N'otionalokonomt'e =:z puhWc economy); national econo- 
mics ( JVatioruUökonomik r= the science of public economy. The latter term 
was first proposed, in Germany, in 1849, by Uhde; the former was naturalized 
there in 1805: v. Soden^ Nationalökonomie, 1805; Jctcob^ Grundsätze der N. 
CEk-, 1806. In Italy, G. Ortes used it as early as 1774, ^" ^^^ ^^W Economia" 
nazionale, and in England it was employed, even in 1867, by Ferguson^ His- 
tory of Civil Society, III, p. 4. Holland. Volkshuyshoudkunde. As a rule, 
outside of Germany, the term political economy, dconoinie politique^ one which 
is somewhat calculated to mislead the student, is used. (Thus Montchr^- 
ticM sie»r de Vatteville^ Traitd de 1' Economic foUtique^ i^; later y. y. Rous- \ ; I ' J^ / 
Ä»«, Discours sur V Economic politique, later yet the Traitds d* E. p., Mail- 
lardkre^ Page and y. B. Say^ 1801-1803;. Political Economy {Sir y. S/eziar/y 
Inquiry into the principles of P. E., 1767); also Public Economy {Petty^ sev- 
eral Essays, 1682, 35) ; Economia folitica or pübblica (the latter by Verri and 
Btccaria). The title Economia civile (Genavesi^ Lezioni, d* Ec. civ., 1769), has 
found few adherents. It has, however, been used recently by Cernuschi: 
Illusions des Soci^t^s coöperatrices (1866). The term, Economic sociale has 
been used all the more in France (Dunoyer, Nouvcau Traits d* Ec sec, 1830), 
since recommended by y. B. Say^ and employed by Buai (Des vrais Prin- 
eipes de 1* Origine et de la Filiation du Mot Economic politique, in the Jour- 
nal des £k:onomistes, 1852.) 
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according to von Mangoldt.) Like all the political sciences, or 
sciences of natio7ial life^ it^is concerned, on the one hand^ wi th 
t he consideration of the individual man, and on the other, it 
e xtends its investigations to the whole of human kind .^ 

National life, like all life, is a whole, the various phenomena 
of which are most intimately connected with one another. 
Hence it is, that to understand one side of it scientifically ,itjis, 
necessary to know all its sides. But, especially, is it. necessary 
to fix one's attention on the following seven: langua g e, relig- 
^ ion, art,"science, law, the state and economy.^ Without lan- 
• giiage, all higher mental activity is unthinkable ; without re- 
' ligion, all else would lose its firmest foundation and highest 
i aim. Through art, alone, do all these sides attain to beauty; 
through science, alone, to clearness. Law arises, the moment 
conflicts of will become inevitable and an adjustment is desired. 
The state has to do with them, in so far as they have any ex- 
ternal force or validity. Indeed, there is no human relation, 
: not even the highest and the sweetest, but has its economic 
interests. It is, therefore, natural, that each of the sciences 
■ which relate to these various regions of human life should, in 
part, presuppose all others, and, in part, serve as a basis for 
them.* 



' Stcin^ Lehrbuck der V. W., prefaces his " Science of Public Economy" 
(PP- 329-358), by a " Science of Economy " (pp. 96-328), which, however, treats 
individual economies only as the elements of the national economy. A sci- 
ence of household or isolated individual economy could, of course, treat only 
of the economic relations of anchorites. Those who object that Political 
Economy is not a real whole wnll be satisfied with the definition of it given 
by F. I. Nettmann : " The Science of the bearing of household or separate 
economies to one another, and to the state as a whole." (Tüb.Zeitschr., 1872, 
267.) 

'In so far as these various institutions are concerned, with objects beyond 
the human, or supernatural, only the manner in which they are accepted, or 
in which they are made use of, is an expression of national life. 

* Thus, y. Tucker thinks that religion, the state and commerce, are only 
the parts of one same general plan : no institution, therefore, can be called 
appropriate, within the limits of the province of any one of these, if it be 
clearly in opposition to the other two, because the harmony of God^s work 
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But in the midst of this universal relationship, it is easy to 
see that law, the state and economy constitute a family, as 
it were apart and more closely connected. (The social sci- 
cnces^ in the narrower sense of the expression.) 

They are confined almost exclusively to what Schleiermacher 
has called " elective action " {zvirksame Handdii)^ while art and 
science belong almost entirely to the " action of representa- 
tion" {durslcUcmkn Hcuidclii)^ and religion and language 
combine both kinds. Law, the state, and economy too, have 
their roots so deep in the physical and intellectual imperfec- 
tion of man, that we can scarcely imagine their continuance 
beyond his life on earth (Gospel of Matthew, 22, 30). But 
within these limits, their several provinces and the subjects 
with which thej' are concerned are almost coincident. They 
o nly consider the sej rom different points of Ane w: the scienc e 
of politics from that of sovereiirrity ; th e science of Politica l 
Economy from that of the satisfaction of the requirement of 
e.xt ernal goods by the p eo p le: th e science of law from that of 
t he prevention or the peaceable adjustment of conflicts of will . 
As every- economic act, consciously or imconsciously, suppose s 
fo rms of law, so, by far the greate r number of t he laws re- 
la ting to rights, and the greater number of judgments in the 
m atter of rights, contain an economic element^ In numberless 
cases, the science of law gives us only the external hcnv; the 
deeper zuhy is revealed to us by the science of Political Econ- 
omy.' ^ And, as to the state, who, for instance, can appreciate 



o.in r.ot be broken up. (Four Tracts and two Sermons on political and com- 
mercial Subjects, 1774, Scrm. I.) 

^ Ru'dd (National CEkonomie, 1838^ I, p. 178 seq.), gives a good illustration 
of the difference between the manner in which law and Political Economy 
look at the same question. The law (to avoid strife, or to settle controversies) 
looks upon the debtor as the owner of the capital, and lets him run all the 
ri>k : Political Economy, on the other hand, looking deeper into the nature 
of the contract, reaches an entirely opposite result. The mere jurist has a 
dangerous tendency to undervalue the reign of the laws of nature ; the mere 
political economist, just as readily, undervalues the element of free will. 
{Arnold, Cultur und Recht I, 97.) In this respect, the two sciences coraplc- 
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the political significance of a nobility, without understanding 
the economic character of rent, and of the possession of large 
landed estates? Who can politically appreciate the inferior 
classes of society, unless initiated into a knowledge of the laws 
that govern wages and population? It were much easier to 
cultivate psychology without physiology! "The state is 
society protected by force " {Herbart). There are two bases 
to all material power:'' wealth and warlike ability {^lir^imza — 
ywjzcxd^ according to Thucydides); and how much the latter 
has need of the former is well expressed by the familiar say- 
ing of Montecuccoli: "Money is not only the first, but the 
second and third condition of war." * 

Frederick the Great calls finance the pulse of the state, 
and Richelieu, the point of support which Arcl^imedes was in 
search of, to move the world. In all modem nations, the his- 
tory' of the debates on the raising of revenue and of the passing 
of budgets is, at the same time, the history of parliamentary 
life ; and most great revolutions, the Reformation of the six- 
teenth century not excepted, if not caused have been promoted, 
by financial embarassment. 

ment each other very well. Roesler {Hildebrand^s Jahrb., 1868, II, and 1S69, 
I.) shows, and he does not exaggerate the fact, that political economists have 
made altogether too little use of the results of the science of law. 

•Jurists will always experience the want of divesting their isolated ideas ot 
their purely accidental character, by grouping them together in such a man* 
ner as to make them constitute a complete and independent whole. One 
must be possessed of profound knowledge to perceive their necessary' con- 
nection from an historico-juridical point of view. Political Economy, with 
its characteristic accuracy and practical utility, can best take its place, at the 
present time. It is in the greater number of legal questions, the systematic- 
ally elaborated science of " the nature of the thing." See the able beginnings 
of a policy of legislation and higher history of law, based on Political Econ- 
omy, by H. Dankzvardi : N. CEk. und Jurisprudenz, 3 Hefte, 1S57, and my 
preface to DankwardCs Nationalökonomisch-civilistischen Studien, iS62^ 

^ The intellectual power of a people depends upon the vigorous and har- 
monious development of all seven spheres of life. 

^ Montecuccoliy Besondere und geheime Kriegsnachrichten (Leipzig, 1736). 
A very similar judgment by Cscsar in Dio Cass., XLII, 49. 
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SECTION XVII. 

SCIENCES RELATING TO NATIONAL LIFE.— THE SCIENCE 
OF PUBLIC ECONOMY.— THE SCIENCE OF FINANCE. 

ICf by the public economy of a nation, we understand eco- | 
nomic legislation and the govermental guidance or direction \ 
of the economy of private persons,^ the science of public econ- ( 
omy becomes, so far as its form is concerned, a branch of ^ 
political science, while as to its matter, its subject is almost co- ( 
incident with that of Political Economy. Hence it is, that so ^ 
many writers use the terms public economy, or the economy / 
of the state {Staats:wirthschafl\ and National Economy ( Volks- ( 
wirthschaft\ as synonymous.* The hypothesis, in accordance 
with which, this science should discard all consideration of the 
State, or should refuse to presuppose its formation,^ would lead 
us into an ideal region, difficult to define, probably entirely im- 
possible, and inaccessible to experience. 

Just as dear, is the close connection between politics and 
and Political Economy, in the case of the science of finance, or 
of the science of governmental house-keeping, otherwise the 
administration of public affairs. The latter, evidently, so far 
as its end is concerned, belongs to politics, but so far as the 
means to that end are concerned, to National Economy. As 
the physiologist cannot understand the action of the human 
body, without understanding that of the head; so we would 
not be able to grasp the organic whole of national economy, if 
we were to leave the state, the greatest economy of all, the 

* BiUan^ Handbuch der Staatswirthschattslehre, 1835. 

*Thu8 v. y»5/i, Staats wirthschait 1755. Kraus^ Staats wirtlischaft, pub- 
lished by Auerswald, 180S; Schtmuz^ Handbuch der Staatswirthschaf^ 1S08. 
More recently, Hermann^ Staatswirthschaftliche Untersuchungen, 1832. In 
France, tiie expression iconomie de Vitat^ is very seldom used. Gavard^ 
Principes derE. d'Etat, 1796. 

• Pöliiz^ Staatswissenschaflen im Lichte unserer Zeit,,II, 3. Compare Lotz^ 
Handbuch der Staatswirthschaft (2d ed., 1837), I, 10 ft*. 
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one which uninterruptedly and irresistibly acts on all others, 
out of consideration.* 

By the term folice^ we mean the state power whose office it 
is, without mediation, to prevent all disturbances of external or- 
der among the people.* It may extend its action into all the 
domains of national life mentioned above, whenever external 
order is there threatened, or calls for protection ; but its action is 
important especially in the domains of law and economy. The 
science of the police jxnuer^ therefore, of all those doctrines 
resulting from investigation into national life, takes up only 
one phase of each of them ; and the phases of doctrine thus 
taken up, it combines into a whole, for practical ends. Its rela- 
tion to those sciences is like that of surgery to the medical sci- 
ences, or like the science of legal procedure to the science of 
law. 

* Our view of Political Economy holds a middle place between opposed ex- 
tremes. The view expressed by Wliatdy^ Lectures on Political Economy 
(1831), No. I, and covered by the proposed term " catalactics," is by far too 
narrow. Similarly, Macleod^ Elements of Political Economy, 1858, I, 11. 
A like objection may be raised to the earlier title of Priizwiiz^s book : Die 
Kunst reich zu werden, — the art of growing rich. On the other hand. Dun- 
oyer^ Libert^ du Travail (1845), L. IX, ch. I, goes too far altogether : "not 
only in what manner a nation grows rich, but according to what laws it best 
succeeds, in the execution of all its functions." And so Storch^ Handbuch, 
translated into German by Rau^ I, 9. Many modem writers define Polit- 
ical Economy simply as the theory of society ; for instance, Sdcdoja^ Principj. 
dell'Economia sociale, 1840. Cibrario^ E. polit del medio Evo, III, 1842. 

* For the many and various definitions of the police power, sec von Bergy 
Handbuch des Polezeirechts, I, 1-12; Bnfie^ Versuch der Begründung eines 
System der Polezei (1807), 6 ff.; Rosskirt^ Ueber den Begriff der Staatspol izoi 
(1817), 34 ff. One of the principal difficulties is, that the practical domain of 
the police power is, in consequence of the successive grades of civilization 
through which a people passes, subject to greater modifications than any 
other state power. We call attention especially to the expressions " without 
mediation, to prevent," and " external order," in our definition. The chiu"ch, 
the school, the administration of justice etc., act mediately towards the pre- 
vention of such disturbances ; and there are many other institutions which 
offer immediate protection to order of a higher and more intellectual nature. 
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SECTION XVIIL 

SCIENCES RELATING TO NATIONAL LIFE.— STATISTICS. 

Statistic s we call the picture or r epresentation of social life 
a t given periods of timc ^ and especially at the present time, 
drawn on a scale iu accordance with the laws of development 
discovered by means of the theoretical sciences above named; 
as it were, a section through the stream. {Schlözer calls 
them: history standing still.y Statistics, as thus defined, are 
as far removed from saying too much as from saying too little. 
To give a complete tableau of their object, statistics should, 
of course, take in the life of a people, in all its aspects. But 
they should look upon such facts only as their own property, 
the meaning of which they are able to imderstand; that is, 
such only as can be ranged under known laws of develop- 
ment. Unintelligible facts are collected only in the hope of 
penetrating into their meaning in the future, by comparing 
them with one another. In the meantime, they are to the sta- 
tistician only what unfinished experiments are to the investi- 
gator of nature. 

The view is daily gaining ground, that statistics should be 
occupied — without, however, confining themselves to them — 
with present facts, with " facts aflecting society and the state, 
which are susceptible of being expressed in figures." * The 
more deceptive the immediate observation of an individual, 
isolated fact is, in cases where a great number of simultaneous 

' See the great number of earlier definitions collected in /?. von Mohl^ Gesch. 
und Literatur der Staatswissenschaften III, pp. 637 ff. There are two prin- 
cipal groups of them, the one of which considers it as the science of things 
of political note, the other as the science of actual or past conditions. 

'See Dufau^ Traits de Statistique, 1840; Moreau de Jonnks^ Elements de 
Statistique, 1847; Knies, Die Statistik als selbstständige Wissenschaft, 1S50. 
B. Hildebrand, in his Jahrbüchern, 1866, I etc., but especially J^i«r/€/(ß/*5 works. 
For the contrary view, see Fallaii, Einleitung in die Wissenschaft der Statis- 
tik der St., 1843; yonak, Theorie der Statistik, 1856, and Heeren^ in the Gott, 
Gelehrten Anzeigen, 1806, No. 84, 1807, 1302. 
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siatisiics constitute a chief part, and precisely the part most 
.iv.cussible to numerical treatment. As these economic statis- 
;ics need to be always directed by the light of Political Econ- 
« unv, thev also furnish it with rich materials for the continuation 
< )f its structure, and for the strengthening of such foundations 
as it already has. They, are, moreover, the indispensable con- 
dition of the application of economic theorems to practice. 

SECTION XIX. 

PRIVATE ECONOMY — CAMERALISTIC SCIENCE. 

The meaning of the term cameralistic science {Cameraluiss- 
cnscfuij'i) can be explained only by the history of the cam- 
eralistic system.* From the end of the middle ages, we find, 
in most German countries, an institution called the Council 
(Kammer) whose province it was to administer the public 
domain, and to w^atch over regal rights. At first, a mere 
governmental commission, it was not long before it developed 
into an independent board. This change had taken place in 
Burgimdy as early as the year 1409. It was in that country 
that the emperor Maximilian became acquainted with the in- 
stitution ; and by the erection of the aulic councils at Innspruck 
and Vienna (1498 and 1501), he gave the principal impulse to 
the imitation of it in Germany. As, at that time, the division 
of labor was very little developed, and personal and collegia! 
authority all the more developed in consequence, it is easy to 

» The ancients understood by the term xaiiA^ta camera, covered places 
»uch especially as were vaulted, also vaults of the most varied kind. Com- 
pare Ilerod. I, 199; Diixi^ II, 9; Strabo, XI, 495; Arrian. Exp. Alex., VII, 5, 
55: Dio Cass. XXXVI, 32; Scdiusf, B. C, 55; Cicero, ad Q. fratrem III, i; 
Plin., H. N. XXX, 27; Seneca, Epist, 86; Tacit. Hist. Ill, 47; Sneton, Xero, 
34. During the middle ages, the meaning treasure-chamber (Scliatzktvfumr) 
became predominant: camera est locus^ in qnem thesaurus recoilligitur, vel con- 
clave, in quo pecunia reservatur (OcJiam, Cap. Quid sit Scaccarium). It gradu- 
ally became synonymous with finance, — from the time of Charlemagne, or at 
least since Louis II. (Charter of S74). See Ducangc, Glossarium, v. Camera, 
and Muratori Antiquitt Ital., I, 932 ff. 
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conceive that a great part of all the new and rapidly increas- 
ing business of police adniinistration was confided to these 
councils. They were charged especially with what i^ known 
to-day as economic police ( Wirthschaftspoltzei) and an import-, 
ant part of the administration of justice, in its lower depart- 
ments, was turned over to their subordinates. The most 
eminent men who wrote, in the seventeenth century, on cam- 
eralistic matters, laid great stress on the point, that it was the 
duty of the aulic councils to entertain not only fiscal questions, 
but that it was within their province also, to determine ques^ 
tions of economic police.* The interest of absolute princes 
must have greatly favored these cameralistic institutions, for 
they were in their hands docile tools, which escaped the an- 
noying intervention of the states of their realms. 

By degrees, the knowledge necessary to these council 
otticials, and which found no place in the lectures on law, were 
foriniHl into a special body of doctrine. After such men as 
Morhof and Thomasius had prepared the way,' Frederick 
William I., himself a clever cameralist, and author of the mas- 
terly financial system of Prussia, took the important step of 
founding, at I lalle and Frankfurt on the Oder, special chairs 
uf iVi»nomy and cameralistic science; which, considering the 
liuus were very ably filled by Gasser and Dithmar. (1727.) 

* '* A hitHUiiiulinuti must plow and manure his land if he would reap a har- 
\c«l tioiii it. lie must fatten his cattle if he would ^laughter them; and 
IUI ui*\\ hi« i'owH with good fodder if he would have them give good milk. 
\\\ likv iimniiiT, u prince should begin hy assuring his subjects healthy and 
4UuiuUiii I'iHKl, if he would take anything from them :" voh Sckröder^ FUrstl. 
.Sv)mI4Uiu1 Rentkammer (1686), preface, § 11. Voh Horneck before him, 
VV«tvH4vU h über alles wann es nur v^-ill, p. 220, ed. of 1707, had expressed the 
uU'«4 \\s*X the watchful solicitude for the public economy of the country was 
uvk A4/v#4HM», no appendix^ to the council ( Kammer )y but it? real basis, and 
Uu4i \\ viubmccd many subjects which had nothing in common with the 
\4uu-4 4lui ( »* Cameralicn "/ 

* Wiv4y, Tolyhistor (16SS), III. Thomasius^ 172S, Cautelse circa pnccog- 
ulU |uiU|«iudi*ntiie (1710), ch. 17. (Cautelx circa Studium ccconomicum.) 
i\U«s lu hi» Ki'tures on Sccke$$dorff^s *'Teutschen FUrstenstaat'* Compare 
AW.k#, iio»i'h. der N. <£.\i. in Deutschland, 328 S, 
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There was thus formed in the German universities a dis 
tinct school of cameralists, which, through Jung, Rössig and 
Schmalz, reached to the nineteenth century. The term camer- 
alistic science, the creature of chance, was used, it must be 
said, with very various limits to its meaning.* 

However, Political Economy in Germany developed out o f 
thi* «cjftnrg ftf ^^w ^"d fhf ^ jameralistic sciences , while in Eng- 
land and Italy it had its origin chiefly in the study of questions 
of finance and foreign commerce. 



SECTION XX. 

PRIVATE ECONOMY. 
(ooxTiirrxD.) 

If we abstract from cameralistic science as it was understood 
in the last century, what it has in common with all economy,* 
and therefore with public economy, next that which belongs to 
the aggregate of governmental economy, there remains only a 
number of rules, such as those which govern the principal 
branches of private business, and which indicate how they are 
to be carried on with the greatest advantage to those who en- 
gage in them. Such are forest and rural economy, mining 
science, technology, including architecture, and all that con- 
cerns founderies, and commercial science. Now that the ex- 
pression cameralistic science is altogether obsolete, the aggre- 

* While Ditkmar (1731) distinguishes economy -police and canneralistic 
sciences and restricts the latter to finance and taxatio n; Darjes (1756) com- 
prises under the name of cameralistic science, economy (municipal and rural), 
and police, as well as cameralistic subjects in the strict sense of the term, 
that is, the public domain and regal rights. While Nau (1791), in his 
** Ersten Linien der C," treats only of the branches of private economy, 
SckmdUy (1797) treats also of national or public economy, and Rössig (1792) 
divides cameralistic science into the doctrine of the public demesne and regal 
rights (cameralistic science in the narrower sense), and the doctrine of taxa- 
tion and police. 

' Thus, for instance, all that concerns domestic economy, book-keeping and 
private financial administration. 
Vol. 1. 
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gate of these might be designated by the name private economy. 
Obviously, we should have here, neither a simple nor pure sci- 
ence, but only a compilation of natural-philosophical and eco- 
nomic lemmas. Thus, in agric ulture, for instance, a know l- 
ed fire of the different kinds of soil of the tillage of land, of the 
d ifferent plants and animals etc. . belongs to the domain of nat- 
u ral scienc e; vy hile all that relates to the cost of product ion, the 
e mployment of capital, the wages of labor, the pvrhangi^ of 
products, net product and the p rice of land, arp p urely polit i- 
c o-economical. The political economists also require a knowl- 
edge of the natural side of the cameralistic sciences. Such a 
knowledge is indispenable to every detailed and living theory, 
and especially to the application of economic science to prac- 
tice. The great difference lies in this, that the cameralist inter- 
ests himself in the production of material goods for their own 
sake, while the political economist regards them only in their 
relations to national life.* 
It would seem, moreover, that political economists, especial- 

• yokn Stuart Afill^ Principles of Political Economj (1848), I, p. 25, draws 
a distinction between the physical conditions which influence the economic 
situation of a people, and the nioral and psychological conditions ; which last 
have their origin in social institutions or in the fundamental principles of hu- 
man nature. Only the latter belong to the domain of Political Economy. 
According to y. B. Say^ Traits, Introd., this science embraces at once agri- 
culture, mauufactures and commerce, but only in their relation to the increase 
or diminution of wealth, and does not concern itself with the means employed 
to reach the desired end. As a rule, says Arndt (NaturgemÜsse Volkswirth- 
schafl, 185 1, p. 16), it takes into consideration not so much things themselves 
as their exchange value. Lotz (Handbuch, I, p. 6 seq.), in like manner, 
defines Political Economy — the science of the one activity which constitutes 
the basis of all industries etc. F. G, Sckulxe {Ueber volkswirthschafUiche 
Begründung der Gewcrbswissenschaflen, 1826), characterizes Political Econ- 
omy as the science of the fundamental conditions of the well-being of a peo- 
ple, in so far as they lie in human nature. 

When Adam Smith (book IV, c. II) says that the government in respect to 
matters of economy is inferior to the first best person engaged in industrial 
pursuits, he is right only from a technic point of view. And when Stewart^ 
on the other hand, vindicates for the state the office of a pater-familias (book 
II, ch. 13), he evidently means only in national economical matters. 
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ly in Germany, have attached too much importance to putting 
formal bounds to their special science. Why not rather fol- 
low the example of the students of nature who care little 
whether this or that discovery belongs to physics or chemis- 
try, to astronomy or mathematics, provided, only, very many 
and important discoveries are made?" 

SECTION XXI. 

W HAT POLITICAL ECONOMY TREATS OF . 
P olitical Economy treats chiefly of thi» rgf itpnal \nf f^rf^ata pf 

nation s. It inquire s how the ya^^"« wan»« ^f\\ ye people of a 
country, especially tho se ^f fnnH^ rinfhing, fn^l^ «tl^^^^^i ^^ ^hf '^ 
s exual instinct et c., may be satisfied ; how the satisfaction of 
t hese wants influences the aggregat< ^ nnti^n^l lifrj and hmv 
in turrij they arp i nfluenced bv the p ^tioP^^ ^'^^^ (Gospel of 
Matth., 4, 4.) This alone suffices to enable us to estimate the 
importance of the science. T he relation of virtue to wealt h 
i s likened by Bacon to that of an army to its bagg age. In 
XCTOg hon's opinion, wealth is really nspfy^ only tn him yfhn 
k nows how to make a good use of it. Fro m an economic poi nt 
of view, the happiest man is he who has accumulated most , 
h onorably, and used it bes t.^ That, even in a material sense, 
the intellect of a people is their most important element, is evi- 
dent from the example of the Chinese, who were so long ac- 
quainted with printing, powder, and the mariner's compass, 
without, by their means, attaining to intelligent public opinion, 
forming a good army, or coming to an understanding of the 
art of navigation, to any great extent. 

The undervaluing of economic matters, for which ages of 
inferior cultivation, our own middle ages for instance, are now 

"See also /?«» (Ueber die Cameralwissenschaft, Entwickelung ihres Wesens 
und ihrer Theile, 1825) ; Bautnstark (Cameralistische Enclycopädie, 1835). 

^Xenopk, CEconom. I, 8 ff. Cyrop. VIII; 2, 23. He saw with equal clear« 
ness the moral light and shade of wealth. CEcon. XI. 9. Conviv. 4. Memor. 
1,6. Cjrrop. VIII, 3, 35 ff. Hiero4.) 
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praised and now blamed, was really a rare exception even 
during these ages.' Other kinds of acquisition and enjoyment 
then occupied the foregroimd; but there never was a time, 
when gain and enjoyment in general were not favorite objects 
of pursuit, and held in high esteem. The physical wants of 
uncultured men cry out much louder than intellectual ones. 
(§ 2, 14.)* On the other hand, in over-cultivated ages, when 
decay begins, an over-estimation of material things is wont to 
become general.* The mere servants of mammon, whether 
as political economists or as private indi\nduals, may see their 
depravity faithfully reflected in communism as in a mirror. 
We should not overlook the fact that it is with whole nations 

* Thomas Aquinas values earthly goods according to the end they are 
made to serve; when used for a good purpose, they hav6 a mediately true val- 
ue. Hence it was an error of the stoics to despise them under all circum- 
stances. (Summa Theol. II, 2. Qu., 50, 3. 58, 2. 59, 3. 125, 4.} 

* Whaieley considers the savage much beneath the materialist, instead of 
superior to him. The latter possesses, although he frequently abuses it, the 
faculty of self-control and forethought, which is entirely wanting in the 
former. (Lectures, No. 6.) Dunoyer^ De la Libert^ du Travail, liv. IV, ch. 
I, 8, an apology for the moral wholesomeness of civilization, since promotive 
of military prowess, favorable to the development of the sciences, and even 
poetical. Baudrillart^ Manual d'CEkonomie politique, 1857, 24. See Fallati^ 
Ueber die sogennannte materiellen Tendenz der Gegenwart, 1842. 

* See the inscription on the tomb of Sardanapalus : ZWJT €Jfö>, oaa 
iipacfov x€u ifjßpcaa xad /ist eocoTO^ ziqTTP^ enaäov. (5/rÄ*ö, XIV, 
672.) Isaiah^ 122, 13, 56, 12, and the book of wisdom (2) characterizes the 
view of the fallen Jewish people. In Greece, the Cynic and Epicurean 
schools were only different phases of the same degeneration. ** Thirst, for 
money, and nothing else, will be the ruin of Sparta!" (Cicero, De Offic, II, 
22, 77.) See the magnificent description by Demosthenes, in which he shows 
the over-estimation of material things to be the principal cause of the decline 
of Athens, and in which he lays g^eat stress on the fact, that Athens, on its 
decay, had a larger population, more wealth, ships, and evidences of external 
power, than in its golden age. (Phil., Ill, 120 seq.) Also Phil., IV, 144, 
cautions us against the Manchester criterion of national prosperity. See 
Piafo, De Rep., VI 11. In Rome, the principle ommia venaiia esse was a chief 
element in the total decline and fall of the republic. (Sallust, Cat, 10 ff., Jug., 
8 ff.) In an age when people think they can do everything with money, the 
ruin of all things is the last end of mercantile, financial and political specu- 
lation. (Condillac, Le Commerce et le Gouverment, 1776, II, iS.) 
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as with the individual man who amasses his own fortune. He 
reaches the culminating point of his weahh generally after he 
has passed the prime of life. The most flourishing period of 
a nation's existence is wont just to precede its decay, and to 
introduce it.* Hence, here nothing could be more untrue, as 
Macchiavelli has remarked, than the general opinion that 
money is the sinew of war.* 

•Under Pericles, the Athenian treasury of the state contained at most 9,700 
talents. {Tkucyd. II, 13.) On the other hand, Alexander the Great had a 
treasure of 180,000 talents accumulated in the citadel of Ecbatana. (Strabo^ 
XV, 731); Ptolomy II. left after him 740,000 talents. {Appian. pricf. 10, 
Draysen^ Geschichte des Hellenismus II, 44 ff.) In Nero's time there was 
many a freedman*s daughter who owned a looking glass worth a gjreater sum 
than the senate had appropriated as ä dowry to the daughter of the great 
Scipio. {Seneca^ Quxst Natur. I, 17. Compare Cons, ad Helviam, 12.J 
McCuUoch says that an intelligent despotism can enrich a nation as well as 
freedom. (In his Discourse on the Rise, etc. of Polit Econ., 1825, 77 seq.) 

* Bacon (Sermones, 56) says that youthful states distingui sh themselves 
specially by their warlike instincts ; mature states in literature ; old and de- 
caying ones in industry and commerce. Davenant very happily remarks, 
that the development of commerce among a people has an ambiguous value. 
It, indeed, increases wealth, but, at the same time, it may introduce luxury, 
covetousness and fraud, destroy virtue, do away with simplicity of manners 
andxustoms, and then it inevitably ends in internal or external slavery. 
(Works II, 275.) The simplicity of the patriarchal state, however, cannot 
last always, if for no other reason, because of the emulation of foreign na- 
tions, (i, 348, if.) The impoverishment of even the wealthiest nation is 
certainly inevitable when its morality declines. It is especially true, that the 
public economy of a people can be prosperous only where political liberty 
obtains, and this, independent of the fact that wealth without freedom has no 
value. (II, 336 ff., 380, ff., 285.) According to Ferguson^ private wealth, hon- 
estly acquired, used rightly and with moderation, managed with a sense of 
independence, may be to those who possess it, an element of self-confidence 
and of liberty, provided they loosen their purse strings not through vanity 
or for their personal gratification, but for commendable party purposes. But 
in periods of decay, even a greater amount of wealth is very far from pro- 
ducing these results. (History of Civil Society, VI, 5.) Whately^ on the 
contrary, maintains that only personal wealth — never national wealth — has 
a disastrous influence on morals. Lectures, No. 2. 
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principle. That which is general in Political Economy has, 
it must be acknowledged, much that is analogous to the math- 
ematical sciences. Like the latter, it swarms with abstrac- 
tions.^ Just as there are, strictly speaking, no mathematical 
lines or points in nature, and no mathematical lever, there is 
nowhere such a thing as production or rent, entirely pure and 
simple. The mathematical laws of motion operate in a hypo- 
thetical vacuum, and, wehere applied, are subjected to important 
modifications, in consequence of atmospheric resistance. Some- 
thing similar is true of most of the laws of our science; as, for 
instance, those in accordance with w^hich the price of com- 
modities is fixed by the buyer and seller. It also, always sup- 
poses the parties to the contract to be guided only by a sense 
of their own best interest, and not to be influenced by second- 
ar}' considerations. It is not, therefore, to be wondered at, that 
many authors have endeavored to clothe the laws of Political 
Economy in algebraic formulae.* And, indeed, wherever mag- 

' Abstraction is indulged in on a large scale, when a number of elements 
which are always found combined in life, arc here separated and examined 
apart. It is precisely thus that anatomy proceeds, dissecting each member of 
the human frame, separating the bones, ligaments and muscles from one an- 
other, thus becoming the necessary preparatory school to physiology. 

*Thus, for instance, Canard^ Principcs d*Eiconomie politique (1801). Also 
KröMckc^ in several of his works, and Count Duquoy^ in his Theorie der Na- 
tionaJwirthschaft (1816), p. 333 if.; Lang^ Grundlinien einer politischen 
Arithmetik, Charkow, 181 1, and more especially v, Tkäncn, Der isolirtc 
Staat, vol. I (1842), vol. II, 1850. See my criticism of his method in Birn- 
3<7«»i'5 Georgika, 1869, 77 fF. Van Thiincn's first volume is an essay towards a 
geometrical exposition of the science. Sec also Rau^ Lehrbuch I, j^ 154, ap- 
pendix; tvif Mangoldt^ Grundriss der Volkswirthschaftslehre (1862); Cazaux^ 
Elements d* Economic priv^e et Principes math^matiques de la Throne des 
Richesses (1838); F. Fuoco^ Saggi economic! (1827) II, 61 flC Walras^ Ele- 
ments d*Econ. politique pure (1874). ywons has recently endeavored to 
give Political Economy a mathematical basis by reducing the objects of which 
it treats to the calculable feelings of pleasure ( + ) and pain (—). The duration 
of a feeling is '«xeated as an abscissa, its intensity as the ordinate of a curve, 
and its quantity as the area. Future feelings are reduced to present ones, by 
allowing for their distance, and the uncertainty of their occurrence. All this, 
however, is rather curious than scientifically useful. 
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nitudes and the relations of magnitudes to one another are 
treated of, it must be possible to subject them to calculation. 
Herbart has shown that this is so in the case of psychology;* 
and all the sciences which treat of national life, especially our 
own, are psychological.' But the advantages of the mathemat- 
ical mode of expression diminish as the facts to which it is ap- 
plied become more complicated. This is true even in the or- 
dinary psychology of the individual. How much niore, there- 
fore, in the portraying of national life! Here the algebraic 
formulae would soon become so con plicated, as to make all 
further progress in the operation next to impossible.'' Their 
employment, especially in a science whose sphere it is, at pres- 
ent, to increase the number of the facts observed, to make 
them the object of exhaustive investigation, and vary the com- 
binations into which they may be made to enter, is a matter of 
great difficulty, if not entirely impossible.® For, most assured- 
ly, as our science has to do with men, it must take them and 
treat them as they actually are, moved at once by very differ- 
ent and non-economic motives, belonging to an entirely definite 
people, state, age etc. The abstractio n accor ding to whic h 

» Hcrbitrt^ Ueber die Möglichkeit und Nothwcndigkeit, Mathematik aut 
Psychologic anzuwenden; Kleincrc Schriften, II, 417. 

• How detrimental it is to ignore the psychological nature of Political Econ- 
omy iH evident from the errors of Karl Marx^ who personifies things in a 
manner almoht mythological. Thus, according to him, modesty should be 
ascribed to a coat which exchanges for a piece of linen, and purpose to the 
linen, etc. (Das Kapital, 1S67, I, 19, 23, seq.) The greatest fault of this in- 
telligent but not very acute man, his inability to reduce complicated phenom- 
ena to their constituent elements, is greatly increased by his way of thus 
looking at things. 

' Compare y, B, Say\ Traits I, introd. Thus, it would be certainly possi- 
ble to describe every individuaPs physiognomy by means of a \cry compli- 
cated mathematical formula, and yet there is no one who would not prefer 
the UKual mode of taking pictures. The simple motions of the heavenly 
IxKlicM, on the contrary, are always treated mathematically. (Lotxe^ Allge- 
meine Physiologie, 322 ft.) 

•When Faurctt says that all " principles of Political Economy are describ- 
ing tendcnricH instead of actual results " (Manual of Political Economy, 1863, 
p. c;u), our method) the historical, would gire also the theory of the latter. 
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all men are by nature the same, different only in consequenc e 
of a differenre of education^ position in life ety.^ all equall y 
well equipped^ skillful and free in the matter of economic pro- 
duction and consumption, is one wh irh, n« T^iV.-^^d? ^^^ ^^^^ 
Thlinen have shown, must pass as an indispensable stage in 
th e prepa ratory labors of pnlitirni prnnnmists. It would be 

especially well, when an economic fact is produced by the co- 
operation of many different factors, for the investigator to men- 
tally isolate the factor of which, for the time being, he wishes 
to examine the peculiar nature. All other factors should, for 
a time, be considered as not operating, and as unchangeable, 
and then the question asked. What would be the effect of a 
change in the factor to be examined, whether the change be 
occasioned by enlarging or diminishing it? But it never should 
be lost sight of, that such a one is only an abstraction after all, 
for which, not only in the transition to practice, but even in fin- 
ished theory, we must turn to the infinite variety of real life.* 
There are two important inquiries in all sciences whose sub- 
ject matter is national or social life: i. What j 5.^ (' What has 
bgen? How did it become so ? etc.) 2. What should be? The 
greater number of political economists have confounded these 
questions one with the other, but not all to the same extent.*^ 

•This was lost sight of by most -writers during the second half of the 
eighteenth century, because they looked upon that equality as the really 
oldest condition^ and its restoration the ideal to be striven for. How much 
of this «till clings to the present free-trade school; see in Roscher^ Gesch. der 
N. C£k. in Deutschland, 10 17 ff. 

'•Thus, for instance, Ricardo examines, almost exclusively, the actual con- 
dition of things, while the socialists confine themselves, still more exclu- 
sively, to the investigation of how things should be. It has been very usual 
in Germany since Rau wrote, to draw a distinction between theoretical and 
practical Political Economy. There are many who think that a good man- 
ual of practical Political Economy, dropping the introduction, demonstrations 
etc., would be also a good code of law, of universal application. Mercier d* 
la Rivihre has said that he wished to propose an organization which should 
be necessarily productive of all the happiness which can be enjoyed on earth. 
(Ordre cssentiel et nature! (1767), Disc, prelim.) Compare, also, SismamU 
N. Principes, I, ch. 2. 
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WHien a careful disdnctkxi is made between them, the contrast 
between the (reaBstic) hysioiogical or historical, and the ideal- 
istic methods is brought ouL*^ 

SECTION xxm. 

THE IDEALISTIC METHOD. 

Any one who has read a goodly number of idealistic works 
treating of pubhc economy i the state, law etc) cannot have 
laQed to be scruck by the enormous difiGsrences, and even con- 
tradictions, as to what theorizers have considered desirable and 



" The vronl method is used in an esscntallr dtfierent tense, when the in- 
quirv i$« ^whether the izKixjcdve or deductxre method is followed in Political 
Eov^noniv. T ^, Afiu cauls Political Ecooomr, and. indeed, all ** sociologr," 
a cotHtvte vieduotive scietK-e. whctfe dt /ritri conclusions, based on the laws of 
human nature, must l^ tested br experience, either br comparing them with 
the concrete phenomena themseUes^ or with their emperical laws. It, in 
this^ resemNes astrv»«K»m v and phvsicsw » Srstem of Logic VI, ch- 9^ Es- 
»a\ s vv\ «iLVue unÄ'ttled ^juestions oc" Pvxicacal E^ No. 5.) According to this, 
an ecwKMuic tact cat\ l^ $jud ^> hji^ e recetred a scientific explanation onljr 
\\ h\H\ iN vWdiK^ti^e arvi ü^iucdve expu&natioos hare met and agreed. ** Only 
t^\>*c |>ruwiplcs >ikKich^ ai\er thev h.A\e Sxn obtained by the one, are con- 
tkruK\l bx the v^hcr mcthvvL c^jlu S: siid to hare a scientific basis." (xvm 
.V4«^iV(4X ViruiKlrtvk iv^ While I a^rwe to this riew, it seems necessary* to 
nw t\» iucutK>»\ |x»iwt>. >* hcrvux cuurx^a is necessarr: A- Even the deduc- 
ti\e o\i>i4t%atK>»\ v>t" ecvHKvuic fc*cts is Hi^ed on obeerration, namelj, on the 
fcvh s\b«ico4tKu) v^ ths' ^xtM.H» jiccvHiaria^ K«r them« who, consciousljr or un- 
s\xt\wK»MM\ . tuuxt Ai>ft AX > itv^uirv : hi hjhi exf^crienced or accomplished the 
fc-iuw lA^'t» ^hul siKHiM I Njtvc :*KHi^ht. >fetUed and tfelt.' The man who can- 
u\^ li AU^Ule hiiu>«,^U iutv« the svhjlI^ ot others will give a wrong explanation 
\a uK»«t swuK^uK UstN. I'l ihc ^jootivHx. ^ instance, of Üie determination 
vM lh>* l»«Kv w Au juIkUn liV ivr-!*.**» >*ho can look into Üie mind of one of 
(Kc s\HkU«%s,'iuix (\utie» vHuv. -»t^l ^i^e a one-sided explanation of the hurts. 
U Mn^vn^vsh» c\\h\ c\}»iut*aixHi» thjit is» sattsfesctorr connection of the fact 
»vvKttV)^ cv^O.oMiK'ai ^tih v^Vr tKts >»hich arv alreadr clear, can be only 
^UN»\uKMk.4t itw xvtvkt v*^ui VMV£v«ik ^ro>*^ the deeper should our solution 
vu aU s^vkv -»iKVii> t\sv*^aK\ A Nutidreii xi^ftTs hence« should science increase in 
Uw u*sui^ I» »K\ I'K -^v^iutK^ax vkhich are satis^Ktor^r to us will be looked 
^Kk%vu v^KMk ^\ s'iu ^Kv>ivM\x. Ax the >fwaIations ol* our fisthers antecedent to 
AsUiu S\uiiU\ vuuv ate iw'Xcd Jk^^i^u U|^va br us. 
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necessar}'. There is scarcely an important point which the 

highest authorities may not be cited for or against. We must 
not close our eyes to this fact. " The giddiness that comes 
from contemplating the depths of knowledge is the beginning 
of philosophy, as the god Thaumas was, according to the fa- 
ble, the father of Iris.'' {Plato,) In a precisely similar man- 
ner, the student of public economy (politics, the philosophy of 
law etc.) must familiarize himself with the variations that have 
taken place in what men, at different periods of history, have 
required of the state and public economy, imtil he is lost in 
wonder at the contemplation. 

SECTION XXIV. 

THE IDEALISTIC METHOD. 
(oovrnnTicD.) 

It is impossible to fail to notice at once that those ideal de- 
scriptions which have enjoyed great fame and exerted great 
influence, depart very littie from the real conditions of the pub- 
lic economy (of the state, law etc.) surrounding their authors.* 
This is not mere chance. The power of great theorizers, as, 
indeed, of all great men, lies, as a rule, in this, that they satisfy 
the want of their own time to an unusual extent; and it is the 
peculiar task of theorizers to give expression to this want 
with scientific clearness, and to justify it with sdentific depth. 
But the real wants of a people will, in the long run, be satis- 
fied in life,' so far as this is possible to the moral imperfec- 

> Tanqmtme vinckUs sermocinantur^ says Bacon (De Dignit et Augm. Scient, 
in, 3), of those who have written in a not non-practical way on the laws. 
Hmgo^ also (Naturrecht, 1819, p. 9), calls attention to the resemblance of the 
so-called laws of nature, to the positive law in force at the time. As to polit- 
ical idealism, see Rascher: De historic^ doctrinae apud sophistas majores 
vestigiis (Gott 1838, 26 ff). The only exceptions to this rule are the eclec- 
tics, who form their own system from the blossoms of all foreign ones, a sys- 
tem, indeed, without root, and which therefore must soon wither. 

'In this place, naturally, such an assertion can be made only as a pro- 
gramme to be carried out, the proof wherecf is to be sought in the rest of the 
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tion of man. We should at least be on our guard when we 
hear it said that whole nations have been forced into an " un- 
natural" course by priests, tyrants and cavilers. For, to leave 
human freedom and divine Providence out of consideration 
entirely, how is such a thing possible.'^ The supposed tyrants 
are generally part and parcel of the people themselves; all 
their resources are derived from the people. They must have 
been new Archimedeses standing outside of their own world. 
(Compare, however, infra^ § 263.) 

It is true, that if the result of the growth of generations be 
to gradually produce a different people, these different men 
may require different institutions. Then a struggle arises be- 
tween the old and those of the younger generation; the former 
wish to retain what has been tested by time, the latter to seek 
for the satisfaction of their new wants by new means. As the 
sea always oscillates between the flowing and ebbing of the 
tides, so the life of nations, between periods of repose and of 
crisis: periods of repose, when existing forms answer to the 
real substance of things, and of crisis, when the changed sub- 
stance or contents seeks to build up a new form for itself. 
Such crises are called reforms when they are effected in a 
peaceful way, and in accordance with positive law. When 
accomplished in violation of law, they are called revolutions.^ 
That every revolution, it matters not how great the need of 
the change produced by it, is as such an enormous evil, a sen- 
work. By " the people," -we do not mean the governed, to the exclusion of the 
governing classes, but both classes together. We attach to the expression 
the most extensive meaning possible. We do not limit it to the present gen- 
cration, but intend it to cover all the generations from the beginning of a 
people^s histof^ to its end. 

* The custom, which has become general, of calling all democratic move- 
ments, and them only, revolutions (thus Stakl: Was ist Revolution.^ 1852, 
and many other writers of an entirely opposite tendency, especially in France), 
is not warranted. It is true that democratic (and imperial) revolutions are 
more frequent than others in our times, just as aristocratic revolutions were 
in the middle ages, and monarchical at the beginning of modem history. 
The essence of revolution, however, is in the operation of change contrary to 
positive law, acknowledged as such by the consciousness of the people. 
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ous, and sometimes, fatal disease of the body politic, is self- 
evident. The injury to morals which the spectacle of victorious 
wrong almost always produces can be healed, as a rule, only 
in the following generation. Where law has been once tram- 
pled on, the "right of the stronger" will prevail; and the 
stronger is, to some extent, the most unscrupulous and reck- 
less in the choice of the means to be employed. Hence, the 
well-known fact, that in revolutionary times the worst so fre- 
quently remain the victors. The counter-revolution w^hich is 
wont to follow on the heels of revolution, and with a corres- 
ponding violence, is a compensation only to the most short- 
sighted. It allows the disease, the familiarizing of the people 
with the infringement of law, to continue, until the hitherto 
sound parts are attacked. Hence, a people should, if they 
would have it go well with them, in the changes in the form 
of things which they make, take as their model Time, whose 
reforms are the surest and most irresistible, but, at the same 
time, as Bacon says, so gradual that they cannot be seen or 
observed at any one moment. It is true, that, as all that is 
great is difficult, so also is the carrying out of uninterrupted 
reform. Its carrying out, indeed, supposes two things: a con- 
stitution so wisely planned as to keep the doors open both to 
the disappearing institutions of the past and to the coming 
institutions of the future; and, among all classes of the people, 
a moral control of themselves, so absolute that, no matter what 
the inconvenience, or how great the sacrifice, legal ways shall 
alone be used. In this manner, two of the greatest and ap- 
parently most contradictory wants of every legal or moral 
person, the want of uninterrupted continuity and that of free 
development, may be satisfied. 
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SECTION XXV. 

THE IDEALISTIC METHOD. 

(COUTIinTKD.) 

It is doubtless true that all economic laws, and all economic 
institutions are made for the people, not the people for such laws 
and institutions. Their mutability is, therefore, by no means 
such an evil as mankind should endeavor to remove, but is 
wholesome and laudable, so far as it runs parallel with the 
transformation of the people, and the changes which their 
wants have undergone.^ Hence, there is no reason why the 
most various ideal systems should contradict one another. Any 
one of them may be right, but, of course, only for one people 
and one age. In this case, the only error would be, if they 
should claim to be universally applicable. There can no mor e 
be an economic ideal adapted to the various wants of e very 
p eople, than a garment ^yb^^^ sho uld fit every indiv idual. 
The leading-strings of children and the staff of age would 
be great annoyances to the man. " Reason becomes non- 
sense and beneficence a torment." Hence, whoever would 
elaborate the ideal of the best public economy — and the greater 
number of political economists have really wished to do this — 
should, if he would be perfectly true, and at the same time prac- 
tical, place in juxta position as many different ideals as there 
are different types of people.* He would, moreover, have 
to revise his work every few years; for, in proportion as 
a people change, and new wants originate, the economic 
ideal suitable to them must change also. But it is impossible 
to accomplish this on so large a scale. Besides, to appreciate 
the present thus instantaneously, and to perfectly feel the pulse 

* Compare, especially, the first pages of Sir y. Stewart^ Principles of Polit 
Economy. 

' Sec Cotton^ Public Economy of the United States, p. 28, who, indeed, un- 
wanrantedly, refers to the whole of Political Economy, what properly belongs 
to its precepts. 
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of time thus uninterruptedly, requires a species of talent differ- 
ent from what even the most distinguished scientists are 
wont to possess; talents of an entirely practical nature, such as 
become a great minister of the interior or of finance. And it is 
an acknowledged fact, that ev en the cleverest of such prac- 
tidoners, as the younger Pitt said of himself, generally feel 
their way instinctively, and do not see it with the clearness 
necessary to indicate it to others. 

SECTION XXVI. 

THE HISTORICAL METHOD.— THE ANATOMY AND PHYSI- 
OLOGY OF PUBLIC ECONOMY. 

We refuse entirely to lend ourselves in theory to the con- ^ 
struction of such ideal systems. Our aim is simply to describe \ 
man's economic nature and economic wants, to investigate the ^ 
laws and the character of the institutions which are adapted to ^ 
the satisfaction of these wants, and the greater or less amount . 
of success by which they have been attended.* Our task is, j 
therefore, so to speak, the anatomy and physiology of social / 
or national economy! 

These are matters to be found within the domain of reality, 
susceptible of demonstration or refutation by the ordinary op- 
erations of science; entirely true or entirely false, and, there- 
fore, in the former case, not liable to become obsolete. We 
proceed after the manner of the investigator of nature. We, 
too, have our dissecting knife and microscope, and we have 
an advantage over the student of nature in this, that the self- 
observation of the body is exceedingly limited, while that of 
mind is almost unlimited. There are other respects, however, 
in which he has the advantage over us. When he wishes to 

* ye n'trnfose rien^ je ne propose mime rten : /expose. {Ch. Dunoyer). Cher- 
buUez, Pr^is de la Science economique, 1862, p. 7 ff., has exaggerated this 
idea in a strangely non-practical manner. That the historical method does not 
differ essentially from the statistical as recently recommended, see Rascker^ 
Gesch. der Nat CEk., 1035 seq. 



112 INTRODUCTION. [Ch. III. 

Study a given species, he may make a hundred or a thousand 
experiments, and use a hundred or a thousand individuals for 
his purpose. Hence, he can easily control each separate ob- 
servation, and distinguish the exception from the rule. But, 
how many nations are there which we can make use of for 
purposes of comparison? Their very fewness makes it all the 
more imperative to compare them all. Doubtless, comparison 
cannot supply the place of observation; but observation may 
be thus rendered more thorough, many-sided, and richer in 
the number of its points of view. Interested alike in the dif- 
ferences and resemblances, we must first form our rules from 
the latter, consider the former as the exceptions, and then en- 
deavor to explain them. {Infra^ % 266). 

SECTION XXVII. 

ADVANTAGES OF THE HISTORICAL OR PHYSIOLOGICAL 

METHOD, 

The thorough application of this method will do away with 
a great number of controversies on important questions.^ Men 
are as far removed from being devils as from being angels. 
We meet with few who are only guided by ideal motives, but 
with few, also, who hearken only to the voice of egotism, and 
care for nothing but themselves. It may, therefore, be as- 
sumed, that any view current on certain tangible interests 
which concern man very nearly, and which has been shared 
by great parties and even by whole peoples for generations, is 
not based only on ignorance or a perverse love of wrong. The 
error consists more frequently in applying measures wholesome 
and even absolutely necessary under certain circumstances, to 
circumstances entirely different. And here, a thorough in- 
sight into the conditions of the measure suffices to compose the 
differences between the two parties. Once the natural laws 
of Political Economy are sufficiently known and recognized, 

^ Storch^ Handbuch, II, 222. 
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all that is needed, in any given instance, is more exact and 
reliable statistics of the fact involved, to reconcile all party 
controversies on questions of the politics of public economy, 
so far, at least, as these controversies arise from a difference 
of opinion. It may be that science may never attain to this, 
in consequence of the new problems which are ever arising 
and demanding a solution. It may be, too, that in the greater 
number of party controversies, the opposed purposes of the 
parties play a more important part even than the opposed 
news. Be this as it may, it is necessary, especially in an age 
as deeply agitated as our own, when every good citizen is in 
duty bound to ally himself to party, that every honest party- 
man should seek to secure, amid the ocean of ephemeral opin- 
ions, a firm island of scientific truth, as imiversally recognized 
as truth as are the principles of mathematical physics by 
physicians of the most various schools. 

SECTION xxvm. 

ADVANTAGES OF THE HISTORICAL METHOD. 

(00XTIXÜBD.) 

Another characteristic feature of the historical method is 

that it does away with the feeling of self-sufficiency, and the 

braggadocio which cause most men to ridicule what they do 

not understand, and the higher to look down with contempt on 

lower civilizations. Whoever is acquainted with the laws of 

the development of the plant, cannot fail to see in the seed the 

germ of its growth, and in its flower, the herald of decay. If 

there were inhabitants of the moon, and one of them should 

^^s^t our earth, and find children and grown people side by 

side, while ignorant of the laws of human development, would 

he not look upon the(must^beautiful child as a mere monster, 

with an enormous head, with arms and legs of stunted growth, 

useless genitals, and destitute of reason? The folly of such a 

judgment would be obvious to every one; and yet we meet 

with thousands like it on the state and the public economy of 
Vol. I.— 8 
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nations when in lower stages of civilization, and this, even 
among the most distinguished writers.* 

We may, indeed, make a critical comparison of different 
forms, each of which answers perfectly to its object or con- 
tents; but such a comparison can possess historical object- 
ivity, only when it is based on a correct view of the peculiar 
course of development followed by the people in question. 

The forms of the period of maturity may be considered the 
most |x?rtect; earlier forms as the immature, and the later as 
th()»e of the age of decline.^ But it is a matter of the great- 
est difficulty, accurately to determine the culminating point of 
a jx^ople's civilization. The old man believes, as a rule, that 
the times are growing worse, because he is no longer in a 
way to utilize them; the young man, as a rule, that they are 
growing better, because he hopes to turn them to account. 
It is, however, always a purely empirical question; and in the 
sohuion of it, the observer's eye may acquire a singular acute- 
nesM by the comparative study of as many nations as possible, 
especially of those which have already passed away.* 

Could anyone contemplate the history of mankind as a 
a whole, of which the histories of individual nations are but the 
parts, the successive steps in the evolution of humanity would 
of course afford him a similar objective rule for all these 



* . I«/. MillU'r^ an essentially mcdiieval mind, is guiltv of this same brag- 
gtuUnio in an opiWhitc direction, when he calls the "present with its political 
diMiiderr» simply an intermediate state, — the transmission of the natural or 
uui-ouHi-iouM wisdom of the falhers, through the inquisitiveness of their chil- 
*lien to the rational acknowledgment of that wisdom by their grandsons." 
^'IhiHirie des (ieldes, iSi6, pref.) 

* ThuN ft>r instance, it can not be said that a model university is better than 
»i iikkUI public school; and yet the former is higher, because the age to which 
it ii adapted is doubtless intellectually higher. 

^ A fc/t \ (IVlit. CEk., 256 seq.) remarks, that it would be a great mistake, and 
It 1- ilu ini^takeof the majority, to consider what has been achieved or striven 
1(11 III the present, as the absolute mm fins ultra., and thus to look upon all 
Uitiiu- t;i-iu'rutions as called upon to play the parts of apes and ruminators; a 
uuiuik \^ 01 thy to be taken to heart 
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points in which whole peoples permanently differ from one 
another.* 

SECTION XXIX. 

THE PRACTICAL CHARACTER OF THE HISTORICAL 
METHOD IN POLITICAL ECONOMY. 

Before I close, I must refer to a possible objection which 
may be made to historical or physiological Political Economy: 
that it may indeed be taught, but that it cannot be a practical 
science. If it be assumed that those principles only are prac- 
tical, which may be applied immediately by every reader, in 
practice, this work must disclaim all pretensions to that title. 
I doubt very much if, in this sense, there is a single science 
susceptible of a practical exposition.^ Genuine practitioners, 
who know life with its thousands of relations by experience, 
will be the first to grant that such a collection of prescriptions, 
when the question is the knowledge and guidance of men, 
would be misleading and dangerous in proportion as such 
prescriptions were positive and apodictic, that is non-practical 
and doctrinarian. 

Our endeavor has been, not to write a practical book, but 
to train our readers to be practical. To this end, we have 
sought to describe the laws of nature which man cannot con- 
trol, but, at most, only utilize. We call the attention of the 
reader to the different points of view, from which every eco- 
nomic fact must be observed, to do justice to every claim. We 
would like to accustom the reader, when he is examining the 

*I have, myself, no doubt, that up to the present time, mankind, as a whole, 
has, from the beginning of historical knowledge, always advanced. In indi- 
vidual cases, their movement has been interrupted by so many pauses, and 
even by so many occasional retrogressions, that great care must be taken 
not to infer superior excellence from mere subsequency. 

* Buckle -writes of people whose knowledge is about limited to that which 
they see going on under their eyes, and who are called practical, only because 
of their ignorance; and he adds that, although they assume to despibe theory, 
they are in fact slaves of theory, of others* theories. 
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most insignificant politico-economical fact, never to lose sight 
of the whole, not only of public economy but of national life. 
We are very strongly of the opinion, that only he can form a 
a correct judgment and defend his views against all objections, 
on such questions as to where, how and when certain liens 
and charges, monopolies, privileges, services etc., should be 
abolished, who fully understands why they were once imposed 
or introduced. Especially, do we not desire to impress a cer- 
tain number of rules of action on those who have confided 
themselves to our guidance, after having first demonstrated 
their excellence. Our highest ambition is to put our readers 
in a way to discover such rules of direction for themselves, 
after they have conscientiously weighed all the facts, imtram- 
meled by any earthly authority whatever.^ ^ 

* Compare this whole chapter with Röscher^ Leben Werk und Zeitalter des 
Thukydides, 1842, pp. 25, 239-275; Röscher^ Grundries zu Vorlesungen über 
die Staatswirthschaft nach geschichtlicher Methode, 1843, preface; Röscher 
Geschichte der Nat CEk. in Deutchland (1874), 882 f^ 1017 seq., and D. Vier- 
teljahrsschrift, ff. See also y. Kautz^s learned and accurate Theorie und Ge- 
schichte der N. CEkonomik, vol. I, 1858, II, i860. I find no real contradic- 
tion between the views here expressed and those of Kautx^ when he (I, pp. 
313 ff.) introduces history and ethico-practical reason with their ideals as 
sources of Political Economy, to the end that the science may be something 
more than simply a picture, namely, a model of economic life. Apart from 
the fact that it is only the ethico-practical reason that can understand history 
at all, the ideals of a period constitute one of the most important elements of 
its history. The aspirations of an age find in them their best expression. 
The historical political, economist as such, is certainly not disinclined to 
form plans of reform, nor can it be said that he is not adapted to the per- 
formance of such a task. Only, he will scarcely recommend his reforms as 
absolutely better than what they are intended to supplant He will confine 
himself to showing that there is a want which may, probably, be best satisfied 
by what he proposes. See SartoriuSy Einladungsblätter zu Vorlesungen über 
die Politik, 1793. 

' "There is a book which youth may use to grow old, and the old to remain 
young — History." (K. S. Zaccharia), 
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FACTORS OF PRODUCTION. 



SECTION XXX. 



MEANING OF PRODUCTION. 

To create new matter is more than it is given to man to do. 
Hence, by the temi^ production, in its widest sense, we mean 
simply the bringing forth of new goods — the discovery of new 
utilities, the change or transformation of already existing 
goods in to new utilities,^ the creation of means for the satis- 
faction of human wants, out of the aggregate of matter origin- 
ally present in the world. {Prodnceref) We confine ourselves, 
however, in this to economic goods, as defined in § 2. In a 
secondary and more limited sense, production is an increase 
of reseiu"ces, in so far as the goods produced satisfy a greater 
human wapt, than those employed in the production it- 
self.»»* 



' Especially when natural science begins to be " a practical science." {L, 
Stein). 

• The difference between the broader and narrower sense of production, 
corresponds essentially with that of gross and net income (§ 145). Compare 
also§§ 206, 211 ff. 

^Von MangMt distinguishes the coming into existence of free values of 
the production undertaken for an economic purpose. (Grundriss, 9.) 

* Gioja^ Nuovo Prospettodellc Scienze economiche (1815), I, 49 ff. Besides 
positive production, there is a latent production, which prevents the decay of 
goods. It is not possible to make as exact an estimate of the latter as 
of the fcmner; and much more depends in the latter case than in the former» 
on continuity and proper extension. Hence, latent production is especially a 
state concern. {Knies^ Telegraph als Verkehrsmittel, 1857, 232.) 
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It would, however, be an error to suppose, that the crea- 
tion of certain utilities for the producer himself, or for oth- 
ers, constitutes the only end of economic production. The 
more perfect economic production becomes, the greater grows 
the pleasure the producer feels in his products, which pleasure 
is at once the effect and the cause of his success. Hence, 
production is to a great extent its own end. That this is 
so in the case of artists is well known. " If you want only 
progeny from her, a mortal can beget them as well. Let 
him who rejoices in the goddess, not seek in her the woman," 
says Schiller. There is not a really clever workman but has 
something artistic in his mode of production. And even the 
meanest productive activity, provided it is neither over-di4ven 
nor misdirected, must of itself exert a good influence on the 
physical and moral development or preservation of the pro- 
ducer. An idle brain is the devil's workshop.* 

SECTION XXXI. 

THE FACTORS OF PRODUCTION.— EXTERNAL NATURE.« 

The di\nsion of natural forces which formerly obtained^ into 
organic, chemical and mechanical, is of no great importance 
in Political Economy. The tendency is more and more to re- 
solve organic forces partly into chemical and partly into me- 
chanical. Between mechanical and chemical forces, again, the 
boundary is not fixed, heat being always capable of producing 
motion, and motion always of producing heat. Hence, it is 
all the more important for us to find a division of the economic 
^ gifts (matter, forces^ and relations) of external natiire, into such 

* See Schäffle^ in the Tübinger Univ. Programm, September 37, 1862, on 
the disastrous effect on the community of idleness. The leading of a happj 
life the Greeks called very appropriately, tl/izodzzecif» {Garvey 

* We use the expression " external nature ** through the whole of this work 
in contradistinction not only to the soul, but also to man*6 body, designating 
his entire physico-intcllectual activity by the term " labor-force " {Arbeiis- 
kraft). 

* By the expression *^ natural forces," we designate the economically useful 
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as arc capable of acquiring, exchange value, and such as are. i 
-eok. (See §5.) 

^ A. Those gifts of nature which, because they cannot be 
appropriated by any one, or which at least are inexhaustible 
as compared with the wants of man, and therefore never have 
a direct value in exchange, belong either to the class oi free 
goods, in the fullest sense of the word, as, for instance, sunlight 
and the atmosphere {sufra^ § 5)»' or they constitute, by rea- 
son of their peculiar and intransmissible connection with the 
whole country, an essential element of the national resources. 



SECTION XXXIL 

EXTERNAL NATURE. — THE SEA.— CLIMATE. 

To the last category belongs, for instance, the sea, the only 
natural boundary of a country, which from a military point 
of view, constitutes a protection to it, without, at the same 
time, disturbing peaceful traffic. {Riedel^ Here, also be- 
long ocean currents, ^specially when imiformly supported by 
regular winds,* the ebb and flow of the tides, which consti- 

changes of matter, changes of place as well as of composition, which are 
made without man's cooperation ; for instance, the gigantic machinery which 
supplies the greater part of mankind with water to drink, for domestic and 
other ptirposes — the evaporation of the sea, the formation of clouds, rain, 
springs, rivers etc. See Bastiat^ Harmonies, 277. Thus the sun*s rays are 
indirectly the cause, not only of vegetation, but also of all wind and steam 
forces. 

•Spite of this "freedom," it may well happen that these gifts of nature can 
be utilized, in many cases, only on condition of some expenditure. The pho- 
tographer can compel the sunlight to work for him only by means of a camera 
obscura, and the smithy the atmosphere, only by means of a bellows. But 
neither will ever successfully make an item, in their accounts with their cus- 
tomers, of the services of the sun or air. 

*The most important ocean currents may be explained by two causes: 
the flowing of the water from the j>olar seas to the equator (polar current), 
and the revolution of the earth about its axis (equinoctial current) ; besides 
which, there are the reflex currents produced by the horizontal form of the 
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tute a piece of commercial machinery of the very, greatest 
importance, particularly when they affect the waters of rivers 
to a great distance.* In this age, when the love of travel is 
so great and so universal, what prices are paid in many 
places by strangers for the beauty of a landscape, to its 
owner. 

Special mention should be here made of climate, and of its 
heat or moisture. The lines called isothermal, tjiat is, lines of 
equal annual heat, are, therefore, of greatest importance to 
public economy, because the " zones of production'^ depend 
mainly on them.^ However, we are concerned here, not only 

coast-lands. Thanks to these natural ocean highways, England is nearer to 
almost all the important mercantile coasts of the world by 300 geographical 
miles than the Eastern States of the American Union. The only exception 
is the Atlantic coast of America north of the Equator. North Americans 
to pass the line, or to double one of the two great capes, are obliged first to 
traverse the ocean as far as the Azores. On the other hand, the western 
coast of South America is very widely separated from Mexico, for instance, 
by its ocean cun-ents. The colonization of America by Europe, instead of 
by China, is a consequence of the direction of ocean currents, as is also the 
fact that America has now the fairest prospect of influencing the civilization 
of China and Japan. What an influence the wa^m gulf stream has on the 
mild climate of north-western Europe! 

* While the Mississippi has no ebb or flow whatever, the influence of the 
ocean is felt in the Mudson, which is 60 geographical miles long, a distance 
of 29 miles from its mouth. 

• Thus, A. I'oungj Travels in France I, 293 flf., has defined, with approxi- 
mate accuracy, the limits within which the vine, maize and the olive grow. 
And so von Cancrittj Dorpater Jahrbuch IV, i, distinguishes the ice zone, the 
reindeer-moss (a lichen on which the reindeer live in winter) zone, the forest 
zone, the zone within the limits of which cattle are raised; that in which the 
culture of rye begins, that in which it becomes permanent; the wheat, fruit- 
tree, vine, maize, olive, sugar cane and silk-worm zones. The United States 
arc divided into cattle-raising, wheat-raising, cotton-raising, rice-raising and 
sugar-raising zones. Even in Europe, beyond the 60th parallel of north lati- 
tude, wheat can scarcely be cultivated; the polar limits of rye raising extend, 
at most, t.ix or seven degrees farther. Towards the north, barley extends 
sometimes as far as the 70th degree. Here agriculture almost ceases, and 
the inhabitants arc compelled to conflne themselves to animal substances for 
food. On the other hand, these three cereals are not adapted to a tropical 
climate, while the bread-fruit tree, for instance, does not thrive at more than 
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with the average temperature of the whole year, but espe- 
cially with the distribution of heat among the several parts of 
the day and thfe different seasons of the year, and the maxi- 
nium summer heat and winter cold (the isothermal and iso- 
cheimenal lines). Coast lands are wont to have a milder winter 
and a cooler summer than continental ones with an equal av- 
erage yearly heat. This produces a great difference in vege- 
tation, because there are a great many plants which can endure 
the winter's cold very well, but require a hot summer; and 
vice versa} Were it not for this fact, in connection with the 
winter-sleep of plants, a large portion of the north would be 
entirely iminhabitable. Besides, the temperature of a place 
does not _de|)end_ exclusively on its latitude, or on its height 



23 degrees from the Equator, nor the banana at more than 35. Compare 
Griseback^ Die Vegetation der Erde nach ihrer klimatischen Anordnung. II, 
1871. 

* Thus rye and wheat thrive in many parts of Siberia (lakutzk) at an an- 
nual temperature of — 7.50, while in Iceland no cereals ripen at an annual 
temperature of +4*. But in the former place the summer heat is 4- 16.2* ; the 
winter cold, —39.2*'; in Iceland, +12* and —1.6**. In England, the myrtle, 
laurel, camelia and fuchsia stand the winter well ; while the vine no where 
ripens. On the other hand, Astrakan and Hungary are vine growing countries, 
although the former is as cold in winter as North Cape, and although the 
cold is more intense in Hungary than in the Faroe Islands, where neither 
the oak nor the beech grow any longer. No good wine is produced on the 
western coast of France, north of 47" 20' north latitude; in Champagne, 
north of 49**, or in the Rheingau, north of 51**. In Norway, the average 
heat is greater on the coast than in the heart of the country where, however, 
grain ripens, while it does not on the coast; for the mildness of the winter, 
no matter how great, can make no compensation for the want of heat. On 
the other hand, the cattle on the coast can remain much longer out of doors, 
and the sea seldom freezes in such a way as to interfere with the fisheries. 
Blom^ Norwegen I, 39. Boussingnatät (Economie rurale considör^e dans ses 
Rapports avec la Chimie, II) has made some interesting attempts to calculate 
by a mathematical process the amount of heat necessary to vegetable, during 
the period of vegetation. Thus, for instance, wheat requires about 12** 
(R^umur) of heat during 140 days ; that is, nearly 140 x 12° = 1680*' Reaumur. 
In Venezuela, the sugar cane requires a longer time to grow in a higher and 
therefore cooler position than in a lower and warmer, and the length of time 
required is in proportion to the height. 
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above the sea-level.'^ The humidity of the climate is, as a rule, 
great in proportion to the quantity of water in its neighbor- 
^-' "" hood, and to the height of its temperatiu-e; although, for in- 

stance, in Europe, the number of rainy days increases, the 
further we advance towards the north.' Although the dis- 
tance of a place from the equator and its height above the 
level of the sea have, in many respects, a similar effect (verti- 
cal, horizontal isothermal lines and zones of production), moim- 
tainous regions are imiformly distinguished _by_ -a -greater 
degree of humidit}-, which makes them better adapted for 
pasturage and forest-cultiu-e. But the flora of a locality, be- 
ing the resultant of all its conditions, affords us a much better 
criterion of the value of the climate for economic purposes, 
than the most accurate thermometric observations. Other 
things Ixjing equal, the productive force of natiu^e operates, 
doubtless, with most energj-, in warm climates. The more 
remote a country is from the equator, the more is its fertflity 
confined _ to its lowest parts." Greater heat will, as a rule, 
rijxMi the same product sooner, and thus permit the same land 
lo be useii sever;il times in the same year.* Each individual 

^ 1 loncc it is that the isothermal lines are not parallel with the equator or 
with one another. The greater number of these have two northern artd two 
skHithern summits; the former on the western coasts of Europe and America, 
and tlio letter in eastern North America, and in the interior of Asia. 

*The quantitv of rain which falls everr year is, at St Petersburg and 
Posth. irx^m lO to 17 inches; at Berlin 19. Mannheim 21, Tübingen 261 in the 
mtcrior of Franco icv-i4;on the French coast 25. on the eastern coast of 
Knjjland 24, on tlic western coast 35, in Milan j6, Genoa 44. on the coast of 
mo>t trx'kpical lands 70-1 XX On the political- economical influences of most 
climates* see C»\AV, Ueber die Abhingikeit der Populationskrftfte von den 
einfachen Grundfstoäen, 1^4^. 

* riu* >now limit at Mosicröe in Norway is 2,xxx in Iceland 2,900, in the 
:\.^r!hcrn I'ral 4.5v.x\ in the Alps S^xxv in the Caucasus 10400^ and Quito 
i4.>-;v'>Kvt hij;h. Ho:w it is that mountainous countries which produce 
r.v^:;v.;'.c ir. the north. :r..iko moirniftccn: vine%*ards in warmer countries. 

M\ vs ••::..' iivT:v..i:''.v, ever, a Mvond crop can be produced after the com 
i .,;: X V v: \ ". .\r.;>;.u the s,\:r.e serxi pr*>äucos three hanrests. because the grain 
\* . K :".."- ..: :>.v- :-.:r.c of h.\r\c>:;ni: to the grouosl germiziates immcdiateljr 
- .. -. :".\> :or :'.vn >oed. ^AVn^^ir, Bes^'hreibung, 154.) 
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harvest, as a rule, is more abundant,' and the products better in 
many respects. The fruit, for instance, and wine, contain 
more sugar,*^ and oleaginous plants contain more oil. Lastly, 
since nature in warm countries is so much more generous, it 
may be utilized by man with less regard for consequences. 
There is less need of extensive woods, of large winter sup- 
plies, especially for animals;" fewer buildings are demanded, 
and there is also less demand for human and brute labor, since 
the work of plowing, sowing etc., extends over a greater por- 
tion of the year." It is true, on the other hand, that also the 

•Thus in the northern states of the American union, wheat yields a return 
of only from four to five times the amount sown ; in France, 5-6 times (La- 
voisiet')i in Chili, 12 times; in northern Mexico, 17 times; in Peru, iS and 
20 times; in southern Mexico, 25 and even 35 times; in Germany, maize 
seed yields at best one hundred fold, while in the torrid zone there is a return 
of from three hundred to four hundred fold, generally. 

>• Andalusian corn produces in the mill only one-half as much bran-waste 
as Baltic wheat produces. Bour goings Tableau de I'Espagne, II, 155. Bal- 
tic wheat contains 6-7 per cent of azote, and Algerian, 20-25 P^r cent. 
(Kabscky Pflanzenleben der Erde, 1865.) 

*' In Europe the blossoming season is retarded four days for each degree 
of northern latitude. (Schübler.) As we advance towards the north, the dif- 
ference becomes less noticeable, but more so as we go towards the south. In 
mountainous countries a similar difference is observable, produced by a like 
climatic influence. It is from about 16 to 12 days, for a heighth of from 500 
to 600 feet ( Wolffs Naturgesetzliche Grundlagen des Ackerbaues I, p. 332 fi".) 
In the cantons, in which the Swiss confederation had its origin, the pasturage 
of the Alps lasts generally thirteen weeks, but in the higher Alps it lasts 
only from six to seven weeks. (Businger^ C. Unter walden, p. 52.) 

** In central Italy, winter wheat may be sown in October, November or De- 
cember; summer wheatj in February or March. (Sismondi^ Tableau de T Ag- 
riculture Toscane, p. 35.) In Judaea, it was possible to harvest figs ten 
months in the year. (Josejfhy Bell. Jud., Ill, p. 10.) On the other hand, 
there is Jemtland, where the peasant in many places surrounds tlie northern 
portion of his cornfield with fagots, and lights them in August when the 
north wind blows, to protect his land from the fi-ost; and where the expression 
"green years" is used to designate those in which the harvest has to be 
reaped before it is ripe. {Forsell^ Statistik von Schweden, 24.) In the valu- 
ation made of the lands of the kingdom of Saxony, for assessment pur]K>ses, 
the cost of supporting a yoke of oxen in the lowest country is estimated at 
only three-fourths of what it is in the highest localities, because in the for- 
oicr,2oo work days can be calculated upon in the year, in the latter only 159. 
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destructive force of nature is greater in warmer than in colder 
countries. (§ 209.)^' 

SECTION XXXIII. 

EXTERNAL NATURE. — GIFTS OF NATURE WITH VALUE IN 

EXCHANGE. 

B. Those gifts of external nature which may become ob- 
jects of private property, and at the same time possess suffi- 
cient relative scarcity to give them value in exchange, are 
either movable, and exhaustible in a given place, or firmly 
connected with the land. The first category embraces, for 
instance, such wild animals and plants as serve some useful 
purpose, minerals, above all, fossil combustible matter^ — the 

In central Russia, the greater part of the labor of agriculture, sowing and 
harvesting, has to be finished within the space of four months. In central 
Germany, they are spread over seven months. Other things being equal, 
seven horses and ploughmen are needed in Russia where only four are called 
for in central Germany, (zvn Ilaxihausen^ Studien I, 174.) On the impedi' 
ments put in the way of agriculture by the climate of eastern Prussia, sec A/IcrV- 
zen^ Boden und landwirthsch. Verhältnisse des preussichen Staats, 1S68, 
I, Abschn., 6. 

^'*' In both hemispheres, the zone in which the temperature decreases most 
rapidly lies between the 40th and 50th degrees of north latitude. This cir- 
cumstance must have a happy influence on the culture and industry* of the 
nation inhabiting the neighborhood of that zone. Here is the point where 
the regions of the vine touch upon those of the olive. Nowhere in the 
world, do the products of the vegctible kingdom, and the most varied won- 
ders of agriculture, follow with such rapidity on one another. The great va- 
rietv of products enlivens the commerce and increases the industrial activity 
of agricultural nations." {Humboldt.) It is true, however, that tropical 
countries possess, also, in their mountainous parts, the tierra fria^ icmflada 
and caiienir, superimposed the one on the other. 

* The aggregate coal supply of Great Britain (1869) was 2,180 millions cwt.; 
of Belgium (1S62), 207 millions; of France (1868) 256 millions; of Prussia 
(1870), to) millions, of Austria (1870), including brown lignite coal, 158 mil- 
lion»*; of Rus>ia (1S6S), only a little over 9 millions. The great English coal 
field, in tlic counties of Durham and Northumberland, embraces 732 English 
square mile^; that of South Wales, i,joo, with a depth of 95 feet, so that the 
geographical square mile contains here 679 millions of tons, each of twenty 
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" black diamonds," coal, of which, with its canals, Franklin 
said that it had made England what it is. The economical 
effect of their moveable character is best seen, when the use 
made of an ordinary stratum of coal is compared with that of 
a protracted subterranean fire in a coal mine.* The latter can 
be directly useful only to those in its immediate vicinity. 
Everj' lower layer of the burning coal would be less useful. 
An increase of its actual power by accumulation in time or 
place is scarcely possible. In all these respects, the movable 
coal is incomparably better adapted to the satisfaction of man's 
wants. It may be said that the capacity of heat for drying, 
distilling, melting and hardening purposes, of imparting rapid 
motion to heavy objects by the production of confined steam, 
is, at least, a thousand times as great when a thousand bushels 
of coal are consumed as when one is consumed. In most cases 
even the concentration of a large quantity of coal will increase, 
the result not only absolutely, but relatively. ^ * 

cwt To obtain the same quantity of combustible material as was furnished 
to Prussia, in 1865, by its coal, it would be necessary to use up 6,331 square 
miles of forest (voh Decken, in EngcVs Zeitschrift, 1867, 25S.) The supply 
of coal is, of course, exhaustible while, for instance» turf-ficlds replace them- 
««Ives by slow degrees. Compare Griesbuch, liber die Bildung des Torfs, in 
the Göttinger Studien, 1845, vol. I. The importance of the coal-fields of the 
United States, which are twenty-two times as large as those of Great Britain, 
in the distant future, cannot be over-estimated. 

* I need only call attention to the earth-fire (Erdhrand) for the purpose of 
forcing the growth of garden plants in the neighborhood of Zwickau, which 
is said to have existed since 1505. 

* Thus, in Watt's steam engines of the larger kind, an hourly consumption 
of ten pounds of coal is needed to produce a force equivalent to that of one 
horse, while in the smallest machines of only one horse power, twenty-two 
pounds are needed. See Prcchtl, Technolo. Encyklopädie, III, 669. 

** It is easy to see that it is the most important substances needed in indus- 
try which are mentioned in this section. Many political economists have 
considered the principal difference between agriculture and the industries 
and economies of towns to lie in the contrast here referred to. Thus, .!. 
Serra, Sulle Cause che possono far abbondare li Regni d*oro e d'argento, 
dove non sono miniere, 1613, I, 3. See the description of the diflference be- 
tween land and machines in Ma//Aus, Principles, III, 5; Senior^ Outlines, 86. 
But It is nothing more than a difference of gradation. Even in the most 
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SECTION XXXIV. 

EXTERNAL NATURE. 

(OOXTISrUKD.) 

The materiak, forces and relations or conditions of external 
nature, immovably connected with parts of the land, even 
when in themselves exhaustless, either allow only of a definite 
amount of economic utilization, as, for instance, the mechanical 
force of a given waterfall, which can drive only a definite num- 
ber of mills of a definite size ; ^ or their increased utilization is 
accompanied by difficulties which increase with still greater 
rapidity. This last is the case, especially in the employment 
of land for agricultural purposes. It is, according to Senior, 
one of the four fundamental axioms of Political Ek:onomy, thaf^ 
additional labor, spent on a given quantity of land, produces, 
as a rule, a relatively smaller yield ; assuming, of coiu-se, that 
the art of agriculture remains the same.^ It is not possible to 

active of businesses there is a limit which the accumulation of means of 
production cannot pass without a relative diminution of the income. This 
boundary is imposed by the limited nature of those organic beings which 
must contribute to production either actively or passively. Thus, for in- 
stance, a manufacturing establishment or commercial business can be en- 
larged with advantage only so long as it is still possible for one superintend- 
ent to conduct it. And so, when cattle are furnished with very abundant 
and substantial food, a pound of meat costs the producer a much higher 
price than when they are more moderately supplied : sometimes in the ratio 
of 1.95:0.98. Boussingault^ Economie rurale, II. Where there is absolute 
over-feeding, the producer must suffer loss. But, even inorganic nature im- 
poses its own limits here; as, for instance, when ships, machines etc., on ac- 
count of the insufficient strength of the materials of which they are made, 
cannot be constructed beyond a certiin size. But all these limits are much 
narrower than those imposed by the quality of immovability. 

* Senior^ Outlines, 26, Si ff. See Stewart^ Principles, II, ch. 11 ; Ortes^ E. 
N., I, 18, II, 18 ff. This most important principle in Political Economy is 
thus illustrated by John Stuart Mill, Principles, book 1, ch. 12. "The limi- 
tation to production from the properties of the soil is not like the obstacle 
opposed by a wall, which stands immovable in one particular spot, and offers 
no hindrance to motion short of stopping it entirely. We oiay rather com- 
pare it to a highly elastic and extendible band, which is liardly ever so vio- 



Sec. XXXIV.] EXTERNAL NATURE. 129 

determine either generally, or in particular cases, the precise 
point at which agriculture should stop, to prevent relatively 
smaller returns from increased expenditure of labor and capi- 
tal. Improvements in the art of agriculture may remove it a 
great distance. But, that there is such a point admits of no 
doubt. No one will believe that an acre of land can be made 
to produce a quantity of the means of subsistence sufficient to 
support all Eiu"ope, no matter what the amount of seed used, 
or of maniu"e etc. employed.* This is most apparent in forest- 
economy, where the absolute increase of the so-called wood- 
capital becomes, after a certain time, smaller from year to 
year.' 

lently stretched, that it could not possibly be stretched any more, yet the 
pressure of which is felt long before the final limit is reached, and felt more 
severely the nearer that limit is approached." This is, if possible, more ob- 
vious in building than in agriculture, both as to the construction of new 
stories and the excavation of deeper cellars. 

* Ad. Mayer ^ Das Dünger kapital und der Raubbau (Heidelberg, 1869), sees 
the only conditions of production which man cannot increase at will exclu- 
sively in the sun*s rays, the employment of which also depends on the quan- 
tity of land. Thus would he explain Senior* 5 law. 

* See the tables of increase in Coita^ Anweisung zum Waldbau, p. 228. 
Comut Buquoy^ Theorie der N. Wirthschaft, p. 54, ridicules the absurd pro- 
cedure of a gfreat many farmers, as if by forcing the ploughshare deeper into 
the soil, they could compel it to produce a double return, and asks : if one 
should dig a square foot of land to the center of the earth and manure it, who 
would take it off his hands.' As to the effect of manure, KuhlmantCs investi- 
gations have shown that 300 kilogrammes of guano produced in three years 
an increase per hectare in the yield, of 2,469 kilogrammes of hay ; while 600 
kilogrammes produced an increase of only 2,870 kilogrammes. SchUbler^ 
found that where salt had been used for manuring purposes, 40 kilogrammes 
produced a maximum of fertility from which point forward every increase 
in the amount of salt was attended by diminished returns, and finally led to 
complete barrenness. See Wolffs Naturgesetzliche Grundlagen, I, 408, 412, 
502. Constantly increased irrigation would convert the land into a swamp 
instead of indefinitely adding to its fertility. Nor can abundant sowing be 
of any use when it reaches such a point that the plants stand so closely to- 
gether as to interfere with their proper development 

Vol. I, — 9 
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SECTION XXXV. 

EXTERNAL NATURE. — ELEMENTS OF AGRICULURAL 

PRODUCTIVENESS. 

In treating of the agricultural productiveness of a piece of 
land, it is necessary to distinguish three things, — its bearing- 
capacity, its capacity for cultivation, and its direct capacity to 
afford food to plants.^ Plants grow by drawing a part of the 
elements which enter into their composition from the atmos- 
phere, and a part from the earth through the agencies of sun- 
light and of water. While the air, the sim's heat, and in most 
parts of the world, water, are free and inexhaustible goods, 
the earth's supply of food for plants must be considered as an- 
alogous, so far as its exhaustibiUty and capacity to be appro- 
priated are concerned, to the beds of coal and of ore etc. which 
occur in mining districts. This is certainly true, with a few 
important differences, however, as for instance, that, as a rule, 
it is impossible, except through the cultivation of plants, to ob- 
tain from the earth the stores of plant food which it contains;* 
and that it is possible to husbandry to replace the portion of 
these stores taken from the earth by the harvest, through the 
agency of manures.' 

Incomparably more important in the economic valuation of 
a piece of land is its capacity for cultivation, because this de- 

* These differences correspond with the differences in the kinds of deterio- 
ration to which land is liable from rivers, floods, lava, etc., soil-exhaustion, 
and the growing wild of the land. 

* From a technic point of view, it would, perhaps, be practicable, in most 
instances, to obtain the phosphoric acid immediately from the land and 
transfer it to otlicr land ; but the relation of the cost to the result makes it 
impossible from an economical point of view. 

» It most certainly is always an uncommon advantage that certain kinds 
of soil, rich in kali and decayed vegetable matter, yield a long series of har- 
vests without the addition of manure, provided, ali^-ays, that a short interval 
is allowed to the process of decay to replace the exhausted plant-food. Thus 
in manv volcanic regions. Compare on similar districts in the Deccan: 
Ritter, tirdkunde, V, 714. 
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pends much less on the good or bad quality of the husband- 
man's art. I mean here the so-called physical constitution of 
of the vegetable soil; its water-holding power, its consistency 
(light or heavy soil) on which the difficulty of working it de- 
pends ; its ability to dry, in a shorter or longer time, and its 
accompanying diminution in volume ; its ability to draw mois- 
ture from the atmosphere and to absorb the various kinds of 
gases; its heat-absorbing and heat-containing power (hot, 
warm and cold soils).* Much depends here on the depth of 
the vegetable soil and on the constitution of the sub-soil, 
which, for instance, when it is very permeable, improves a 
very moist soil, but in the form of meadow iron-ore ( Wiesen- 
€rz\ works great injury. The vertical form of the land is 
also a very important element in estimating the natural fertil- 
ity of the soil. In mountainous districts, the quantity of land 
which can be used (and with what labor!) is wont to be rela- 
tively smaller than in low lands. Hence it is, that the form- 
er become too small for their inhabitants; who, therefore, 
swarm over the plains lying before them either as settlers or 
conquerors." In the eastern hemisphere, the northern slopes 

* According to SchUbler^ the absorption of water by loo parts of earth is, in 
the case of quartz-sand, 25 per cent of its weight; for clay, 70 per cent; for 
calcareous earth, 85 per cent; humus, 190 per cent; and for 100 parts of 
their value, respectively, 37.9, 66.2, and 69.2 per cent The consistency of 
the four kinds of earth, in a dry state, is in the proportion of 0.100, 5, 8.7; 
their adhesion in a moist state, to iron agricultural implements, is in that of 
0.17, 1. 1 2, 0.65, 040. Of 100 parts of water mixed with these kinds of earth, 
the evaporation in four hours, at a temperature of 18** 75' (centigrade) is 
884, 31.3, 28 and 20.5 per cent respectively. The diminution of volume 
when the moist earth dries, under the same degree of temperature, is, o, 
18.3, 5 and 20. Their relative absorption of atmospheric moisture for 48 
hours is as o, 24, 17.5 and 55; their absorption of oxygen in 30 days is 
respectively x.6, 15.3, 10.8 and 2.03 per cent.; and, lastly, their heat-holding 
power is in the ratio of 95.6, 66.7, 61.8, 49. 

» In Austria, below the Enns, only 3.8 per cent of the soil is barren ; in 
the Tyrol, 29 per cent ; in Dalmatia, 48.1 per cent. (Springer). In the French 
Pyrenees, 43 per cent, is considered incapable of cultivation ; in tlie Alps, in 
Landes and Morbihan, 42 per cent ; in the departments of Nerd and Sommc, 
1.3 per cent (Scknit:fler). Franscini considers 36 per cent of Switzerland 
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of mountain regions are most unfavorably situated, although 
the southern slopes are frequently subjected to more trj'ing 
and more sudden variations of thawing and freezing weather.* 
But all these more special qualities of the soil must be dis- 
tinguished from their general basis, the bearing or carrying ca- 
pacity which land possesses as a mere superficies, and which 
the most naked rock (Malta!), and the bed of a flowing 
stream (the floating gardens of China!) possess to some ex- 
tent, since there is a possibility of establishing a plant-feeding 
surface on them. This bearing capacity, which in most in- 
stances is given only by nature, and which can be added to 
only to a very limited extent and at great outlay, is wont, 
when the population is very dense, to acquire considerable ex- 
change value in the vicinity.*^ * 

unfit for tillage. The idea "barren " is a very vague one, and hence a com- 
parison of different countries on this point should not be made without great 
caution. 

* Wolf J loc. cit, 353 ff. As to the manner in which soil and climate mutually 
improve or injure one another, see Sckiverz^ Prackt Ackerbau I, X2. 

^ In this respect, also, the fundamental difference between agricultiure and 
industry is very important, inasmuch as the products of the former, equal in 
value to those of the latter, require a very large supporting or bearing sur- 
face; those of industry, a very small one. li NobMs "water-cultivation" 
should ever come to assume any great practical importance, agriculture 
would approach to industry in this respect 

* Wolkoff has called special attention to mere emplacement: Lectures 
d*Economie politique rationelle (1861), pp. 90 seq., 157 seq. Bastiats rather 
broad and enthusiastic assertion, that no mere product of nature possesses 
value (in contradistinction to utility), an exaggeration of his very honorable 
contest with the socialists (1S4S!), is refuted by daily experience, as when, 
for instance, discoveries are made accidentally of metallic veins, coal-fields 
etc., which immediately acquire great exchange value. 
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SECTION XXXVI. 

EXTERNAL NATURE.— FURTHER DIVISIONS OF NATUREIS 

GIFTS. 

The gifts of nature, we further divide into those which can 
be directly enjoyed and those which are of use only indirectly, 
by facilitating production. (Natural means of enjoyment, — 
means of acquisition.)^ An extreme superfluity of the former 
is as disastrous to civilization as a too great scarcity of them. 
How simple the economy of a tropical country! A banana 
field will support twenty-five times as many men as a wheat 
field {K. RiUer)\ and with infinitely less labor; for all that 
is needed is to cut the stems with their ripened fruit, to 
loosen the earth a little and very superficially, when new 
stems shoot up.* At the base of the mountains of Mexico, a 
father needs labor only two days in the week to support his 
family. Hence, nothing so much excites the wonder of the 
traveler there as the diminutiveness of the cultivated ground 
surroimding each Indian hut.^ But in these earthly paradises, 

* ArisiotU distinguishes between dTToXaotTzexd and xdpmfxa, (Rhet, I, 5.) 
^Humboldt, Essai politique, sur la N. Espagne, IV, 9, in which he estimates 
ihc relation of the culture of the banana to that of wheat, in respect of mere 
quantitj, to be as 4,000 to 30,— " probably the best gift of nature to awaken- 
ing man, and the object of the most ancient cultivation." 

»It was said that in Easter Island, three days* labor sufficed for a man*s 
maintenance through the whole year. A similar gift of nature to tropical 
lands is the date tree. It is turned to so many different uses that the Arabs 
of the coast of the Persian Gulf say that it is possible to construct a ship, 
rig it, supply and freight it, from date trees. Houses are built of palm wood, 
covered with palm leaves, furnished with palm mats, lighted with palm chips, 
and heated with palm coals. The whole architecture of these countries is fash- 
ioned by the date tree. Date wine is the favorite intoxicating beverage. There 
iR a proverb current there that a good housewife can vary the preparation of 
the date for her guests every day in the month. Even the pulp is eaten. 
Each tree yields an average of 50-250 lbs. of dates; and a tree may last over 
200 years. An acre may contain more than 200 trees. The labor of cultiva- 
tion is very slight, although it demands more care than the banana. Com- 
pare Ritter^ Erdkunde, XII, 763. An acre planted with the sago-palm yields 
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where, as Byron said, even bread is gathered like fruit, the 
powers of man slumber as certainly as they grow torpid in 
polar deserts.* The sentence : " In the sweat of thy brow shalt 
thou eat bread," has been a blessing to mankind. Athens was 
not only the literary and political, but also the economic capi- 
tal of Greece; and yet Attica was one of the most sterile coun- 
tries in the world.' Unfortunate Messina, on the other hand, 
was the most fertile prox-ince of Greece. In modem times, no 
countries of equal extent have produced as many great captains, 
statesmen, savants and artists as Holland, whose securest por- 
tions are as unfertile as those which are fertile are threatened 
by the sea. On the other hand, how lately and imperfectly 
has the so-called black-earth of southern Russia fallen under 
the influence of civilization!* 

as much nourishment as 163 acres of wheat land. (Reise der Frigatte No- 
vara, II, 113. 

* See D. Hume^ Discourses No. I (On Commerce). While in hot coun- 
tries " the sun does more work for man, it diminishes haman strength itself.** 
(M. Wirth.) That, however, such people, to their surplus of the natural 
means of enjoyment and the consequent laziness and absence of care, add 
the bright side of a joyous disposition, is well shown by Goethe^ Werke (x6 
mo., 1840), XXIII, 246. 

* Noticed even by Thucyd.^ I, 2. See also Euripides^ comparison of Sparta 
and Messina, in StrabOy VIII, 366. 

* We find, in a great many countries, that their northern portions arc en- 
dowed more sparingly by nature with means of enjoyment (GtUMSsmittelm) 
than southern portions, but more abundantly with means of acquisition. (Er- 
iverbsmiiieln.) Hence, the former are latest to develop; but once developed, 
they assume a much higher place in civilization than the latter. This is txoie 
of Italy, Spain, Portugal, France, the Netherlands, and the United States, 
and of North America in general, as compared with South America. Some- 
thing similar may be seen in the contrast between Austria and Prussia. 
The latter is colder and less fertile, but far superior to the former in extent 
of coast, in rivers, and fossilized combustible matter. • 
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SECTION xxxvn. 

EXTERNAL NATURE.— THE GEOGRAPHICAL CHARACTER 

OF A COUNTRY. 

The geographical character of a country is, as a rule,^ most 
intimately comiected, not only with its flora and fauna, but also 
with the character of its people. One of the crowning glories 
of the progress of modern science is, that it has recognized 
anew the power of this wonderful organism, and that it has 
made geography an explanatory medium between nature and 
history. The conditions most favorable to the development of 
civilization are foimd in a well developed country which slopes 
gradually through a series of intermediate terraces from a 
moimtain simimit to a plain; especially when they are con- 
nected with one another by a good system of streams; since 
here the opposite peculiarities of the populations of the high- 
lands and coast-lands ^ tend to produce a nationality both one 
and varied. Where the transitions are too abrupt, as for in- 
stance, in New Holland, they easily impede inter-communica- 
tion; and, still more, where the several parts of the country 
are of very great extent; as, for example, the desert of North 
Africa, the plateau of South Africa or that of Central Asia. 
Europe is favored above all other parts of the world by the 
happy combination of mountain and plain.' We might pur- 
sue the parallel existing between the soil and the character of 
a people into the minutest details, and discover, even in the 

* The rule is not without its exceptions. Thus, for instance, Borneo and 
New Guinea are physically very like each other, but zoologically two dif- 
ferent worlds ; the former belonging to India and the latter to Australia. 

* Even language, which is the most general and most accurate expression 
of the intellectual genius of a people, presents a strikingly analogous con« 
trast in mountainous and coast countries. Thus, compare the Ionic, Latin, 
Low German, Danish and Portuguese, with the Doric, Oscan, High Ger- 
man, Swedish and Spanish. 

* See StradOj II, 126. seq. 
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difference between Spanish, French, German and Hungarian 
wines, a reflection of the different characters of the people/ 

But whence is this? Can it be that dead nature has thus 
irresistibly affected the living mind? We do not need to give 
a materialistic answer to the question.* Almost every people 
has migrated at some period of its existence. Urged on by 
their peculiar tastes and tendencies, they settled in the places 
most in harmony with their character. A higher hand was 
over them; one which, we should unreservedly trust, placed 
them in such external circumstances as were most favorable 
to the development of all their faculties. 

But the influences of man on nature are no less notable than 
those of nature upon man. The greater number of domestic 
animals and plants which Europe posesses to-day, it has been 
obliged to introduce from other parts of the globe.* In the 
interior of Gaul, the vine rarely ripened, at the time of Christ.'' 
On the other hand, Mesopotamia, formerly one of the gardens 



♦The most striking instance, illustrative of the manner in which the na- 
ture of a country influences the character of a people is afforded by the dif- 
ference in the development of- the Aryans in India and Persia, especially 
when their sojourn in the territory of the Indus before that near the Ganges 
is looked upon as an intermediate stage. 

* French writers, especially, have exaggerated the influence of nature over 
man. ThuSy Bodin. de Repub. (1584), V, i; AfoH^tsquicu^ Esprit des Lois, 
XVII, 6. XVIII, 1,18. Cabanisy Rapport du Physique et du Moral de 
THomme (1S05), IX, Memoire, Influence des Climats. Comte^ also, Traits de 
legislation (1827), is of opmion that "the degree of civilization which a peo- 
ple may attain docs not depend on the degree of development of which they 
are capable by nature, but on that which their geographical situation permits 
them to attain." See, alio, Ilerodoi,^ III, xo6; Hippocr.^ De .^re etc., 71; 
Eurifid^ Medea, 820 ff.; Plutarch, De Exilio, 13. The proper mean has been 
found by E. M. Arndt, in his Anleitung zu historischen Characterschi Ider- 
ungen (1810), and by Ritter, and his school. See, also, K.S. Zacharict, Idee 
einer volkswirthschaftlichen Geographic als Grundlage der praktischen N. 
G^konomic fur jedes einzelne Volk : Vierzig BUcher v. Staate, II, 79. See, 
also, Turcot, Gt5ographie politique, 1750, CEuvres (ed. Daire, II, 61 x ff.); 
Lucdcr, Nationalindustrie und Staats wirthscha^ III, 1800 ff. 

• Miütc Brun, Precis, de la Geographie universelle, VI. pr. 

' Straboy W, 178. On the climate of ancient Germany, sec TacU^ Germ, 2. 
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of the world, is now covered with dried-up canals, filled a 
little below the surface with heaps of brick and broken vases, 
the remains and other vestiges of a once dense population. 
Its former rich alluvial soil, now almost calcined, produces 
at present scarcely anything except a few saline plants, mi- 
mosas etc.® The higher the civilization of a people, the less 
does it depend on the nature of the coimtry. 



SECTION XXXVIII. 

OF LABOR. — DIVISIONS OF LABOR. 

Man's capacity for most economic labor is so closely con- 
nected with the exquisite articulation of the human hand, that 
BuiTon could say without exaggeration that reason and the 
hand made man man.^ But it is true of economic labor, as of 
all other labor, that it is more efficient in proportion as mind 
predominates over matter. 

The best division of economic labor is the following:® 

A. Discoveries and inventions.* 

B. Occupation of the spontaneous gifts of nature, as, for in- 

* Fräser^ Travels in Koqrdistan and Mesopotamia, II, 5. See, also, the 
description of ancient Susiana in Strabo XV, 731, with that of the new one 
by M^Kimneiry Geogr. Memoir of Persia, 92. 

* Labor is not to be confounded with activity, which is always present 
even in enjoyment 

'Thus, GalemuSy De Usu Partium Corporis humani, L. I. The animal 
nearest to man mentally, the elephant, is also possessed of a member more 
like the human hand than any other animal. Its trunk was called manus by 
the Romans. Hence the Indians call the elephant, the animal giiled with a 
hand. Bujfon's view is exaggerated by Hclvetius in the interests of mate- 
rialism. Aristotle^ (De partt. anim. IV, 10), opposes the saying of Anaxagoras : 
dea TO j^eiqoi^ lyti^^ ifooi^eiuuzazoi^ eluae ralv ^wcov äuäooajzov. 
Compare Beii, On the human Hand, 1836. 

* As to the imperfection of the ordinary division into agricultural, indus- 
trial and commercial labor, see yo/in Stuart Milly I, ch. 2, 9. The division of 
all labor into mental and physical, is not more satisfactory ; for even the basest 
labor is not wholly physical. Sec Buckle^ History of Civilization, vol II. 

^ Diascarides and Guten were acquainted with, at most, 600 plants ; Linnttus^ 
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Stance, of wild plants, wild animals, and of minerals.*^ Where 
this is the only kind of economic labor, man is necessarily de- 
pendent on nature in a high degree. 

C. The production of raw materials; that is, a direction 
given to nature in order to the production of raw materials, 
by stock-raising, agriculture, forest-culture etc., but not by 
mining. 

D. The transformation ( Verarbeitung of raw material by 
means of manufactories, factories, the trades etc. 

E. The distribution of stores of goods among those who 
are to use them directly, whether from people to people or 
from place to place (wholesale), or among the individuals of 
the same place (retail).^ To this class also belong leasing, 
renting, loaning, etc. 

F. Services, in the more limited sense of the term, which 
embraces personal as well as incorporeal goods; as, for in- 
stance, the labors of the doctor, teacher; virtuoso, of the states- 
man, judge, and of preachers, whose office it is, by way of 
eminence, to produce and preserve the immaterial wealth, 
known as the State and the Church. 

The order followed in the above classification is that in 
which the different classes of labor are wont to be historically 
developed. 

with 8,000. About 1812^ about 30,000 had been described; in XS37, about 
60,000; in 1849, about 100,000. Buckle^ History of Civilization etc., II, p. 359. 

* Industrie extractives^ according to Dunoyer, When nature's spontaneous 
g ifts are exhausted, this occupation readily becomes production. 

^Industrie voituriire^ according to Dunoyer; industria traslocatrice in oppo- 
sition tp trasformatrice^ according to Scialoja. Ortes distinguishes only four 
classes: agricoltoriy artefid^ dispensatori and administratori^ or raccoglitori^ 
manifattoriy and difensori di bene (E. N. I, 2; III, 14). A. Walker^ Science of 
Wealth (1867), p. 34, knows only three classes: transmutation, transforma- 
tion, transportation. 

' This is not to be understood in the sense, that there ever was a period in 
which these sciences were unknown. We need only mention the position 
occupied by the priest and knight in the middle ages. But, looked upon as 
economic labor, intended only for purposes of free commere, they have become 
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SECTION XXXIX. 

LABOR.— TASTE FOR LABOR. — PIECE-WAGES. 

Man's taste for labor is conditioned especially by the extent 
to which, and the security with which, he may hope to enjoy 
the fruit of his labor himself Hence it is that, as a rule, the 
slave (§71, ff.) and socager work least willingly, the day la- 
borer with less industry than the piece-worker,^ who is at the 
same time more satisfied with himself, and gives most satis- 
faction to his master,^ since he acquires more both for himself 
and for his master. The superiority of piece-paid labor is 

very imp>ortant onlj within a relatively recent period of time. Thus, for in- 
stance, there was in Lower Austria, in 1866, one lawyer or notary to every 
6,569 inhabitants; in Bohemia, to every 14,860; in Galicia, to every 22,361; 
in the whole of Cis-Leithanian Austria, 12,259. ^^ 1865, there was in Prussia, 
one to every 11,149; in Bavaria, to every 7,350; in Hanover, to every 4,946; 
in 1S62, in Baden, one to every 4,992 ; in 1867, in Saxony, one to every 3,048. 
IlildebrandU Tagebuch, 1S68, I, 234. There was in Prussia, in 1871, one 
doctor to every 3,230 inhabitants; in Berlin, to every 1,100; in Heldesheim, to 
1,803; ^^ Cologne, to 2,120, in Marienwerder, to 7,240; in Gumbinnen, to 
10,047. Engcl^ Preuss. Statis. Zeitschrift, 1872, 376. The verb " to plow *' 
is, according to comparative philologists, of more recent origin than " to 
weave." (Lassen^ Indische Alterth. I, 814 ff.) And yet agriculture, in the 
sense above indicated, undoubtedly precedes industry. 

* Observed by Geiler v. Kaisersberg: Compare Schmoller in the Tübinger 
Zeitschr., i860, 4S3. Hour wages occupy a middle place between day wages 
•ind piece wages. 

• Thus the introduction of piece wages into lower Silesia has increased the 
daily earnings of workmen by one-third, one-half, and even more. EnffcVs 
Stastist Zeitschr. (1868), p. 327. The investigations of the German agricul- 
tural congress on the condition of agricultural laborers in the German em- 
pire (report of v, d. Goltz^ 1875) show that in all Germany on an average, 
the daily earnings of a contract workman {AccordWkner) is to the daily sum- 
mer wages of a day laborer as 15: 10 (1420). On the other hand, Brassey, in 
the construction of a railway, found that the same workmen engaged in grad- 
ing, digging, etc., cost 18 pence per yard when paid by the day, and 7 pence 
when paid by the piece. (Work and Wages, 266.) Swiss experience is, that 
production became 20 per cent, cheaper under the piece wages system. 
(Bdkmert, Beitr., 109.) 



140 PRODUCTION OF GOODS. [B. I, Ch. I. 

greater in proportion as the workman calculates his own ad- 
vantage. It is, therefore, smallest in the case of ingenuous un- 
educated workmen, and in that of the really conscientious.^ 
The fear of seeing one's condition grow worse, through want 
of industrj', exerts an influence precisely similar to the hope of 
improving it. In both respects, free competition (§97) must 
be considered one of the principal means of furthering the 
taste for labor.* 

Among the causes which have contributed to make Eng- 
land the first country in the world, viewed from a politico- 
economical stand-point, English writers on Political Economy 
have pointed out as one of the principal, the prevalence there 
of piece-wages.' Payment by the piece should, of course, be 

* According to v. d. Goltz* s Enqu^tc, the earnings of workmen by the piece, 
compared with the wages paid workmen by the day in summer, is especially 
high in middle Franconia (16.5:10); in the Leipzig circle of the German 
empire (16.6), in the Braunschweig plain (16.8), within the jurisdiction of 
Hildesheim (iS.i), of the Bavarian Palatinate (18.6), in Rhenish Hesse (23.2), 
especially low in Stettin (13.2:10), in Stralsund (12.4), in Schleswig Holstein 
(12), in Osnabrück) i}^-*!-) 

* According to v. FlotoTu^ Anleitung zur Fertigung der Ertragsanschlage, 
I, 80, four days of serf labor are equivalent to only three of a free day laborer. 
According to v. yacob^ Ueber die Arbeit Leibeigener und freier Bauern (1815), 
21, two day laborers are equal to three serfs, and one farm horse is equal to 
two employed by serfs. It is as impossible to obtain accurate general esti- 
mates here, as in the case of slave labor. As a rule, hope is not only a more 
humane but a sharper spur to action. But if force is employed at all, there is 
no doubt that the greater it is, the more effectual it is. Wherever the right of 
corporal punishment has been taken from the masters, the technic value of 
serfdom has uniformly decreased. In the English West Indies, formerly, 
philanthropic masters who treated their negroes with unwonted gentleness, 
obtained from them, as a rule, very poor economic results. While each of 
the slaves expressed the greatest indignation at the idleness of the others 
when they had " so good a master," they were all equally and excessively 
lazy. The weekly production of a plantation sank rapidly under this system 
from thirty-three hogsheads to twenty-three, and finally to thirteen. Math. 
Levi$, Journal of a West India Proprietor, 1834; Edinburg Review, XLV, 
410. For the same reason, the negroes in the Spanish colonies, who were 
treated much more gently than those owned by other European nationalities 
produced much worse work. See, however, Cotumella^ De Re rust., I, 0. 

* According to Ilowlctt^ The Insufficiency of the Causes to which the In- 
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practiced, only in cases in which the work may be broken up 
into a series of isolated tasks, and is completed by such a se- 
ries. Hence, it is not applicable where a great many differ- 
ent things are required of the same workman; nor in rela- 
tions in which continuity, as, for instance, of the inclination 
or disposition of the workman is the chief thing.* The fur- 
ther the division of labor is carried in our day, the greater 
the part money plays in our social economy, and the more 
lasting relations are dissolved, the more general becomes piece- 
work, which, with all its material advantages, has, speaking 
morally, its dark side. (Atomism tf In a great many branches 

crease of our Poor Rate have been ascribed (1788), piece wages had become 
usual " a few years ago." Very recently the trades unions have again re- 
stricted the system of piece wages (§ 1 76). 

• This system is inapplicable in the case of domestic servants {Gesinde) who 
are a part of the household, and who afford to their masters, besides their ser- 
vices, the advantage of having a person at their disposal always about them, 
and whose wages are therefore in great part their board and lodging. Still 
less can it apply to the case of the family physician, whose services consist 
not simply in writing prescriptions, but who is also the professional family 
friend. The same may be said of the state official, clergyman etc., from 
whom it is demanded that he should sacrifice his entire life to the service of 
the public. Against adopting piece wages in the case of state officials, it may 
be further urged that no case at law, no act of public life is precisely similar 
to any other. It cannot be applied to that of soldiers, because they are called 
upon for action only after a long term of peace, during all of which they must 
keep themselves in readiness for war. (Schäjle^ N. CEk., II, 388.) It has 
also been the practice of courts, until recently, on account of their dignity, to 
pay their mechanics not by the piece, wherever that was practicable, but by 
a fixed salary. An able professor in a university is of use to it not only by 
his lectures, but by his reputation and example etc. ; hence, here, a conibina- 
tion of piece wages and of a regular salary is preferred. As to services, the 
permanency of which constitutes their essential character, remuneration is 
also wont to be permanent or hereditary, as in the case of very many public 
officers, while civilization is as yet unadvanced. Later, in proportion as the 
progress of civilization makes itself felt, this hereditariness is wont to be 
confined to the sovereign. For an opposite view, see Boxltorn^ Institutt. po- 
litt (1663), 41. 

^ Thus, the Chinese, who, by a ridiculous exaggeration bordering on carica- 
ture of many of our recent tendencies, may afford us a warning reflection of 
ourselves in our present state of civilization, rarely labor efficiently when not 
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of the deficiencies of the piece-wage principle may be removed 
by ajjreements made with whole groups of workmen; pro- 
vided, ahvays, that the groups are not too large to prevent 
the mutual knowledge and surveillance of their members.*® 
The quantity of work is greatest, its quality best, and the mate- 
riaP' employed used most sparingly, when the workman works 
on his own account, or has a share in the profits. This last is 
proper only in those branches of the business the success of 
which depends on the quality of the work. To compel the 
workman to share in the profits alone will not do, because he 
is generally too poor to run any risk or to do long without his 
earnings. The system of paying " commissions," therefore, is 
to be recommended all the more strongly, since it is a combi- 
nation of fixed wages with a share in the profits. This sys- 
tem is very prevalent in North America, where a great deal 
has to be confided to the workmen. It is practiced, also, in 
the whale fisheries, and on the Greek ships in the Levant en- 
gaged in coasting, where much more depends on the care of 
the sailors than on the ability of the captain.*' It presupposes 

** In s^everal Swiss factories, understrappers receive a salary, while monteurj 
work by groiipe-contract (Böhmert^ Arbeiterverältnisse und Fabrikeinricht- 
ungen der Schw., II, 70.) Sub-contracting, where the contract is generally 
made with only one person, for the most part of more than average capacity, 
and this latter contracts with other workmen on his own account entirely, is 
confiidered by philanthropic employers of labor as one of the worst kinds of 
remuneration. The more democratic system of gang-contract is much 
better, although even here, it is very easy for the weaker members of a 
good gang to overwork themselves. (Edinburg Review, October, 1873, 

3^5) 

** Especially important in chemical factories. The expense of greasing on 

the Rhenish railways fell, through premiums offered as rewards for saving, 
from 27,000 thalers to 5,000, in spite of an increase in the amount of traffic, 
^f. Mangoldt^ Volkswirthschattslchrc, 349.) This was, besides, the most ef- 
fectual way of controlling the theft of material. 

'- In the cachelot fishery, the captain receives one-sixteenth, the master, 
one tAventy-fifth, the second master, one thirty-fifth, the boatswain, one- 
sixtieth, each sailor, one eighty-fifth of the profit. (Humboldt^ N. Espagne, 
IV, 10.) This system is very common in North America. See Carey 
in J. S. MiWs Principles, V, ch. 9, 7. In heathen Iceland, mariners were 
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good workmen, equal almost to their master in education,** 
for instance, in the case of overseers of labor; since everj' bet- 
ter inducement to the taste for labor which is not only juster 
but more complicative, is not only a condition but also the ef- 
fect of higher culture. But if the economy of a people is ripe 
for share-wages, and masters begin to introduce them in earn- 
est in individual cases, the work produced will be improved to 
such a degree that it can not be long before all others will be 
necessitated to follow them." 

If, howerer, workmen are to enjoy the fruit of their indus- 
try, it is necessarj-, first of all, that public order should be se- 
cure. Even the most industrious become discouraged where 
despotism or anarchy prevails. On the other hand, even the 
greatest security is no sufficient incentive to a nation of fa- 
talists.*' 



always paid a certain quota of the profits. Leo^ in Raumer^s historischem 
Taschenbuch, 1835, 524. The same was of\en the case in China. McCulloci^ 
Comm. Diction, v. Canton. In England, its employment was rendered very 
difficult by the laws of partnership, which made each individual, except in 
great chartered societies, responsible for all kinds of debts contracted by the 
rest of the firm. J. S. Afili, B. IV, ch. 7, 5. 

*' The house painter Lcclaire, in Paris, obtained very high results in this 
respect. Leclaire^ Repartition des Benefices du Travail, 1842. He retained 
for his own services as contractor the sum of 6,000 francs, and paid each 
workman the salary he had hitherto received. What remained was, at the 
end of the year, equally divided among all. Leclmre assures us that he 
was always satisfied with the system. The paying of a proportion of the 
general profits to laborers is advisable only in case their ability of sur- 
veying the whole is not much inferior to that of their employers. Where 
a special proportion is paid, in special branches of business, it is sufficient 
if their supervision extends over that particular branch. But a sharing in 
the profits of business always supposes a corresponding supervision of the 
business itself, and also the keeping of accounts. 

** A very good remedy against indigence among the lower classes. (Ump^ 
fcnbach. National CEkonomie, 1867,214.) But whether it will ever be possi- 
ble to make the remuneration of the navvy or that of a type-setter depend 
on the final success of his work, qnttre, 

** Tournefort^ speaking of the fatalism of the Turks, says that they always 
and everywhere leave the world as they found it. According to their own 
proverb, no grass grows again where the Osman has set foot 
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SECTION XL. 

LABOR. — LABOR-POWER OF INDIVIDUALS. 

The average labor-power of individuals varies very much 
in different nations.^ The reason of this is, in part, doubtless 
a difference in natural endowments. Thus, for instance, no 
people surpass the English and Anglo-American in energy, 
none the German in intelligence in work or the French in taste. 
Where we can assume that the same meaning is attached to the 
expression, " military capacity," by the different recruiting bu- 
reaus, important ponclusions as to the physical labor-power of 
different localities may be drawn from the ratio existing be- 

*The experiments made with the dynamometer in iScnfT. show that the av- 
erage farce manuelle of an inhabitant of Van Dieman^s Land is to that of an 
inhabitant of New Holland, of Timor, of a French marine, and of an English 
colonist in Australia, in the ratio of 50, 51, 58, 69, 71 kilogrammes. Pdrofty 
Voyage de Dicouverte aux Terres australes, 2d ed., II, 417. It was found 
more recently in the American army, that the average lifting-power of white 
soldiers was 314 to 343 lbs; of white marines, 307; students^ 308; ne- 
groes, 323; mulattos, 348; and Indians, 419. Gouldy Investigations in the 
Military and Anthropolog. Statistics of American Soldiers, 1869, 458, seq. Ac- 
cording to English manufacturers, an English laborer accomplishes almost as 
much again as a French one( ?), and the latter in turn more than an Irishman. 
An English contractor, who had worked in French manufactories, expressed 
his opinion concerning the French to this effect : " It cannot be called work 
they do; it is only looking at it and wishing it done." Senior^ Outlines, 149, 
Thus, for instance, a good English spinner with a machine of 800 spindles 
could produce 66 lbs. of yam. No. 40, while a Frenchman could produce only 
48 lbs. (Af. Mohl^ Reise durch Frankreich, 535; compare Dingier^ Polyt. 
Journal, I, 63 seq.) That the Americans also are inferior to the English in 
strength and dexterity is attested by the American Hewitt, See Brentano^ 
Arbeitergilden, II, 231. A Berlin wood-sawyer accomplished as much in 
ten days as a West Prussian from Labiau in twenty-seven days. y. G, Hof' 
mann. English farmers on the Hellespont prefer to pa^^ Greek laborers £10 
per year " besides their keep," rather than £3 to Turkish laborers. (Lord 
Carlisle^ Diary in Turkish and Greek Waters, 1854, p. 77 seq.) In Paulo- 
pinang, the Malayan agricultural laborer receives $2^ per month, the 
Malabar, $4, the Chinese, $6 ; for which compensation they work respect- 
ively 26, 28 and 30 days. Ritter^ Erdkunde, v, 54. 
Vol, I. — 10 
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tween the number of ihose fit for military service and those 
who are legally liable to military dutj'.' 

But these conclusions are greatly modified by the stale of 
civ-ilization and that of society. Where the laboring classes , 
are despised and paid in a manner unworthy of human bcingSi j 
the badness of their work will be in keeping with the esti- J 
mation in which it is held. The reverse of this, also, is usually j 
true under dillerent circumstances. (§173.) Thus, it has been j 
noticed in France, that native workmen, provided with as sub- J 
stantial food as English workmen, are scarcely inferior to the ] 
the latter in the technic value of their labor,* A Mecklen- 
burg day laborer eats almost twice as much as a Thuringiun 
workman, but then he accomplishes almost twice as much. 
Hence, employers gain in the long run by pai-ing their workmen ^ 
well. As civilization advances, the same number of workmen 
become, not only more industrious and more capable, but the 
same quantity and quality of labor becomes, as a rule, cheaper.' 

• Little light can be thrown on this subject by a comparison of diBtrent 4 
countries. Thus, in France, there arc 614 persons in every 1,000 
fit for military service; in Bavaria, 7051 in Denmark, 5^3; in Austria. 4981 1 
in Prussia, 1S4.; in Saxony, S59; in England, where the conscription 11 from 1 
among the lowest classes, 665; and in Württemberg, 490, (H'a/fäm, Allg. J 
BevClkcrungsstalistik, It, 71, 14a Sfassy, Remarks on the Examination of I 
Recruits, 1S54. (Memnu'iiffcr, WUrt Jatirb^ 1S4J, loj.) The comparison of | 
difGsvnt part» of the same slate is much more instructive. Thus, in Saxony, J 
cities aflbrd only 197, and the flat country only 265 per 1,000 (Such», statist. I 
Zlschr., 1S5A, No. 4 e.]; and in France there ore among tiiosc of illegilimaH 1 
Mrth n ver^' large number unßl for miUtary service. (Joum.dciEcan., iSjO 
XXV, 69.) According to the Austrian Annual of military elatisiiM, V 
irtTt in 1S70L, on an average, throughout the entire monarchy, an 
of lSosc liable to enter the ranks of the military, fit for service; in Ihc Inni 
bruct command, 31s; in Lcmlierg, 179, 

»,V. Ctrvalier.Coan,!. 115. Ailam S«ii/i, V. I, ch. 8, noticed the gnat it 
dustrv of well paid workmen. Among the uneducated, labor musl'nlnuMtf 
necc<taHlv be repulsive in proportion as It is illy remunerated. 

*TliU4 A. Toang remarked that wages in Ireland are ivrctcliedtr low, 
labor i> far ß-om being cheap. In his " Evidence in Respect totheOccupi 
tioo of Land in Ireland," II, 135, he says that a Scotch day laliorcr at li 
day i» cheaper than an Irish day laborer at }i%. According to McCkIIikM, 
"Stalit- Account of the British Empire," 1, 666, industrial labor In German/ 
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The moral culture of a people exerts the greatest influence 
here. In every private undertaking, a great part of the ex- 
pense attending it, and in every state, a great part of the ex- 
pense of its police system, and of its system of administering 
justice, is occasioned only by the dishonesty of men. If all 
this expense could be dispensed with, and full confidence placed 
in individuals, it would be possible to devote much more time 
and energy to positively useful labor.» In estimating the labor- 
power of different nations or different periods of time, the di- 
vision of population according to age is also of importance. 
As a rule, the labor-power of males is greatest from the age 
of twenty-five to the age of forty-five. The more numerous, 
therefore, the class of the population between these ages is, 
the more favorably, other things being equal, is it situated as 
regards labor.* "^ But, as a rule, the relative number of full- 
grown people is greatest in highly civilized nations. (§ 248.)'* 

and France is dearer than in England, because in the former countries there 
are, ceteris faribus^ twice as many laborers employed in most manufactures. 
See Senior^ Lectures on Wages, 1830, 11, and the reports of the committees 
of parliament, /«55i;/i on French manufactures (1825). The same has been 
experienced in the agricultural history of Schleswig- Holstein. Se.* Ifanss- 
«», Archiv, der Politisch. CEk. IV, 421. La main (Ttcuvre est chkre en Russia 
dhs qu'il s^agit ifuue ccrtainc capadti et tTun certain degri (Tinstr action pro- 
fessionelle^ tandis que celle de Vouvrier ordinaire n'est nuUe part aussi bos. 
{Tigoborshy.) 

* Thus even Columella^ R. R. I, 9. y, S, Mill^ Principles, I, ch. 7, 5. 
•Thus, for instance, the Lex Visigoth., VIII, 4, 16, graduates the fine to be 

paid by the murderer according to the age of his victim. It increases up to the 
2oth year in the case of males, and diminishes after the 50th. In the case 
of females, the maximum is attained between the ages of 15 and 40. Simi- 
larly even MoseSy Book III, 27. 

' As to what concerns the two sexes, \hQ force rdnale of adult males is twice 
that of females in the human species. The difference between them in youth 
is not so great The force manucUc of the two sexes at the age of 30 is as 
9:5. (^udtelety Sur THomme II, p. 73 ff.) The numerical ratio of one sex to 
the other varies but little among those nations which have attained a certain 
degree of civilization. See infra^ § 245. 

• It is of great importance to calculate here the number of days in the year 
in which the laborer is compelled to be idle on account of sickness. Fenger^ 
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SECTION XLI. 

LABOR. — EFFECT OF THE ESTEEM IN WHICH IT IS HELD. 

As civilization advances, labor becomes more honorable. 
All barbarous nations despise it as slavish. Pigrum et iners 
videtur stulare adquircre quod possts sanguine -parare: has been 
the motto of all medieval times. In heathen Iceland, the 
owner of a piece of land might be deprived of it by an adver- 
sary who could overpower him in single combat. This mode 
of acquisition was considered more honorable than piu^chase. 
It was Thor's own form of investiture. The ideas of the 
Romans on rightful acquisition may be inferred from the word 
inaficipium (manu capere).^ Pure Christianity, on the other 
hand, preached the honorableness of labor from the first 
(Thess. 4, ii; II. Thess. 3, 8 seq.; Eph. 4, 28). And so in 
the time of the Reformation,^ when Christendom was return- 
ing to its primitive purity. 

In keeping with this is the fact, that the most cultivated 

(Quid faciant aetas annique tempus ad frequentiam et diutumitatem morbo- 
rum, Hafniae 1840), finds the following result: 

Between 15 and 19 years, 7.2 days. Between 35 and 39 years, 7.8 days. 
" 20 and 24 years, 10.3 days. " 40 and 44 years, 8.3 days. 

" 25 and 29 years, 9.5 days. " 45 and 49 years, 11. 6 days. 

" 30 and 34 years, 7.6 days. " 50 and 59 years, 14. i days. 

According to Villerm^^ in the Annalcs d'Hygi^ne, II, 

At 60 years 16 days. At 67 years 42 days. 

At 65 years 31 days. At 70 years 75 days. 

The latter table is the result of a comparison made of the tables of seventy 
Scotch mutual aid societies. Compare Dipgler^ Polyt Journal, XXIV, 168. 

* Tacit^ Germ., 14. Leo^ in Raumcr's Taschenbuch, 1835, 4^^. Maxime 
sua esse credcbant^ quas ex hostibus cefissent. (Gajus IV, 16.) Roman auction 
sub hasia! Similar views obtained among the Thracians. See Herodot,y V, 6. 
In Sparta, even in the time of Agesilaus, economic labor was considered un- 
worthy of a free man, { Plutarch, Ages, 26); while the Athenians, from the 
time of Solon, punished idleness, and from that of Pericles " knew no other 
festival but attending to their business." Thuc\'d., I. 70. For some happj 
observations on this subject, see Richly Die deutsche Arbeit, x86x. 

•Compare Erasmus Colloq. (ed. Sfallb.), 2X ff., 2x3 ff., 392 ff. 
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nations, and the same may be said of individuals, value time 
most highly. " Time is money." (Benjamin Franklin^ An 
English proverb calls time the stuff of which life is made.^ 
While in negro nations, individuals do not even know their 
own age; while in Russia, there are very few clocks to 
strike the hours, even in the towers of chiu^ches, in England, 
a watch is considered an indispensable article of apparel, even 
for very yoimg people and for some of the lower orders of 
society.* Railroads operate in this respect as a kind of na- 
tional clock. The introduction of machinery and the more 
minute division of labor, make punctuality a necessity. While 
South Americans and West Indians are frightfully careless in 
their every movement, a carelessness which betrays itself even 
in their drawling speech,' the life of a New Englander has 
been compared to the rush of a locomotive. In the markets 
of Central Asia, nothing strikes the European with so much 
surprise as the little value put upon time by the merchants of 
India and Bucharia, who are fully satisfied when, after endless 
waiting, they succeed in obtaining a somewhat higher price 
for their wares.* 

• Temple learned from the Dutch of his own age that the time of industri- 
ous men is the greatest home commodity of a country. (Works 1, 129.) "A 
trader's time is his bread." (Sir M, Decker^ Essay on the Decline etc., 1744, 
24.) WcdpoU^ in his Testament politique II, 385, speaks of the inferiority of 
the Roman Church in this respect. I would allude to the medieaval prohi- 
bition " to sell time " as one of the chief grounds of the prohibition of usury. 
(See Roscher^ Gesch. der N. CEk. in Deutschland, 7.) Economta di tempo cqui- 
vaie a frotungatnento di esistenza. (Scialoja.) 

^DouväUf Voyage au Congo I, 239. See v. Haxihausen^ Studien, II, 439; 
W. Jacobs Production and Consumption of the precious Metals, II, 209. 
The division of the day into hours dates from the time of the sun dials of 
Alexandria. It was not known in Rome until after the year of the city 491. 
(Mommsen^ Römische Geschichte, I. 301.) 

^ Pinckttfd^ Notes on the West Indies, 1S06, II, 107. In Spain it looks as 
if no one in the streets was in a hurry. What a contrast bet\%*een the sans 
souci gait of persons at bathing places and the resorts of pilgrims and the 
precipitate haste in commercial centres ! 

^ MeyendorflYoyage ä Boukhara, 246. 
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SECTION XLII. 

OF CAPITAL. — THE CLASSES OF GOODS OF WHICH A 

NATION'S CAPITAL IS MADE UP. 

Capital ^ we call every product laid by for purposes of further 
production. (§ 220).^ 



* The history of this idea affords a remarkable example of the confusion 
produced by the employment of scientific terminology in daily life. Until 
within a short time every possible meanmg of the word capital was to be 
found in the dictionary of the French Academy, its scientific politico-eco- 
nomical meaning alone excepted. During the middle ages, the L^tln caft/a/e 

m 

was used to signify both loaned money and cattle. (Ducanffc^ s. v.) When 
culture was at its highest in Greece, Demosthenes entertained very good 
ideas of the nature of capital which he sometimes calls ätfopuji^ sometimes 
€pai/0^^ the meaning of which he extends also to the incorporeal capital of 
a good reputation. (Adv. Mid., 574; pro Phorm, 947.) The same may be 
8aid of the Roman in conception of JHxultum. See HildcbrafuTs Jahrbb., 
1866, I. 338. On the beginnings of the present idea of capital among the 
later schoolmen, see Funck^ Tübinger Ztschr., 1869, 149. The diary of 
Lucas Rems^ 1491-1541 (ed. Greife 1861), calls commercial capital, in most 
instances, the chief good {Ilauptgut) p. 37; also Cavedal. The words 
money and capital, interest and the price of money are now confounded in 
daily life, as they were formerly by most writers. In the 17th century, Ckthi 
and Locke may be mentioned as instances. Ilobbes had some faint notion of 
the productive power of capital. See Roscher^ Zur Geschichte der englischen 
Volkswirthschaftslehre, 49, 60, 102. Thus, also, in the xSth century, La-u\ 
Sur rUsage des Monnaics, 697; Trade and money (1705) 117; M^lon^ Essai 
politique sur le Commerce, 1734, eh. 22; Galiani^ Delia Moneta, IV, x, 3; 
BlackstonCy Commentaries, 1764, 11, 456; Gcnovesi^ Economia civile, II, 2, 18, 
13; Stewart^ Principles, IV, i, ch. IV; Verriß Meditazioni, XIV; BüscMy 
Geldumlauf, V. 14; A, Youngs Political Arithmetics (X774X ^i eh. 7. Hnme^ 
on the other hand, Discourses (1752), No. 4 (on interest), shows, that the rate 
of interest is dependent, not as Locke supposed, on the abundance or scarcity 
of money, but on the state of profit and on the relation between the demand 
and supply of capital. Similarly, J. Massie^ An Essay on the governing 
Causes of the Rate of Interest (1750;. ^ucsnay^ Dialogue sur le Commerce, 
173 (ed. Daire), shows that he had a very clear conception of the operation, 
and of the principal component parts of capital. Turgot^ Sur la Formation 
Cl la Distribution des Richesses, § 14, 54-79, came very near tlie truth, and yet 
missed it I le recognized the necessity of advances which, as a rule, arc the 
result of saving, in every case of production. He also distinguishes in the 
product of the soil, besides the produit net and the subsistamce du lahourcHr^ 
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Hence, the capital of a nation consists especially of the fol- 
lowing classes of goods: ' 

the profit of the latter. He likewise points out a great number of differences 
between the " price of money " considered in its relation to trade, and in its 
relation to loans. He explains the interest on capital, as Schröder^ in his 
Schatz-und Rentkammer, 231, and Benjamin Franklin, in his Inquiry into 
the Nature of a Paper Currency (1729) had done before, by the fact that the 
OM ner of capital can purchase a piece of land with his capital, and thus draw 
an income without working. Money, he said, was indeed not productive, 
but neither was any other thing that could be loaned or leased, with the ex- 
ception of land and cattle. Adam Smith deserves the greatest credit for his 
analysis of the idea of capital, although he opposes " capital *' to what the 
Germans call capital-in-use, the " stock for immediate consumption." When 
Canard, Principes d*Economie politique (1801)* and y. B. Say, Cours pra- 
tique, 1828, 1, 285, included man*s power of labor in capital, they took a ret- 
rograde step. "Labour is Capital, primary and fundamental." CoUon, 
275. Every grown-up individual, says McCutlgch, Principles, 1825, II, ch. 
3, may be looked upon as a machine which has- cost several years of con- 
tinued care and a considerable sum for its construction. It is only anoth- 
er side of this same perversity, when McCulloch seeks to force the results 
produced by animals and machines into the definition of labor. SchWzer, 
Anfangsgründe (1805), I, 21, goes so far as to call the soul, raw material, 
which receives productive power from the labor of the teacher! For a 
calculation of the money value of man in the different ages of life, see 
Statis. Joum. XVI, 43 ff. See, on the other hand, Malthus, Definitions, ch . 
7; and Rossi, in the Journal des Economistes, VI, 113. Nor does the view 
of Ganilh, Systömes d*Economie politique (1809), I, 243; of Ad. Müller, Con- 
cordia, 93 ff., 211; of //tfr/»a»»v jStaatswirth, Untersuchungen, No. 3; of 
Dnnoyer, Liberty du Travail, L. VI; of Bastiat, Carey and others, who 
include pieces of land in themselves under the head of capital, seem to be 
better founded. Hermann defines capital the durable basis of every utility 
possessed of value in exchange. Schaffte reckons land as nature offers it to 
us, among free goods. From the moment that labor and capital are spent 
upon it, it becomes immovable capital, but he concedes that it still pre- 
serves many essential points which distinguish it from other capital. (N. 
CEk. Theorie der ausschliessenden Absatzverhältnisse, 1867, 65 ff., 89 ff.) 
These differences appear to me to be still more important than that which 
land and capital have in common ; especially as the historic development of 
their relations proceeds for the most part in opposite directions. Thus, for 
instance, as civilization advances, land is wont to become dearer and capital 
cheaper. How difficult would it be to introduce clearness into the ideas of 
intensive and extensive agriculture, if land were accounted capital ! And it 
is not only always theoretically, but also very of^en, in practice, possible to 
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A. Soil-improvements^ for instance, drainage and irrigation 
works, dikes, hedges etc., which are, indeed, sometimes so far 
part of the land itself that it is difficult to distinguish them 
from it.' To this class belong all permanent plantations. 

B. Buildings^ which embrace workshops and storehouses 
as well as dwellings; also artificial roads of all kinds. 

C. Tools^ machines and utensils of every description ; * the 
latter especially for personal service, and for the preservation 
and transportation of other goods. A machine is distinguished 
from a tool in that the moving power of the former is not com- 
mimicated to it immediately by the human body, which only 
directs it; while the latter serves as a species of equipment, or 
as a better substitute for some member of man's body.* To 
be of advantage, these three kinds of capital must save more 
labor or fatigue than it has cost to produce them. Tools are, 
however, older than machines. The aborigines of Australia 
used only a lance and a club in hunting; the somewhat more 
civilized American Indians, the bow and arrow; Eiu-opeans 
use firearms: in all of which a gradual progress is observable. 
Of the blind forces which communicate motion to machines, 
water was the first used, then the wind, and last of aU, 
steam.* 

separate the value of a given piece of land from the most durable capital- 
improvements {Kapitalmeliorationcn) made on it. It is only necessary to 
call to mind the area of buildings. 

* Marx makes a very arbitrary assertion when he says that only the capital 
operating in trade, and even only that operating in trade where money is 
used as the instrument of exchange, can properly be called capital ; and that, 
therefore, the modern biography of capital dates only from the i6th century, 
(Das Kapital I, io6 ff.) 

^See, on the other hand, Wolkcff^ Lectures d'Economie politique ra- 
tionelle, 167. 

* Hermann (II ed., 238 ff.) distinguishes especially preparatory contrivances 
auxiliary to labor, such as stationary structures etc., vessels, tools, machines 
and instruments for measuring etc. 

* Thus, for instance, the plow and the gun are machines, the spade and the 
blow-pipe are tools. A hammer may be considered as a hard, insensible fist; 
the bellows as a pair of very strong and durable lungs. Tongs take the 
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D. Useful a?:d laboring animals^ in so far as they are raised, 
fed and developed by human care. 

E. ^faterialsfortransform2tion{Verwandl^ingsstoffe)\ either 
the principal material which constitutes the essential substance 
of a new product, the yarn of the weaver for instance, the 
raw wool, silk or cotton of the spinner; or the secondary ma- 
terial w^hich, indeed, enters into the work, but only for pur- 
poses of ornamentation, as gold-leaf, lac, colors etc. 

F. Auxiliary substmices^ which are consumed in production, 
but do not constitute a visible part of the raw product,'' as coal 
in a smithy, powder in the chase or in mining, muriatic acid, 
in the preparation of gelatin, chlorine in bleaching etc. 

G. Meatis of sitbsistcfice for the producers, which are ad- 
vanced to them until production is complete. 

n. Commercial stocky which the merchant keeps always on 
hand to meet the wants of his customers. 

I. Money as the principal tool in every trade that is made. 

K. There is also what may be called incorporeal capital 
(quasi-capital according to Schmitthenncr\ which is as much the 
result of production as any other capital, and is used in pro- 
place of fingers, just as a spoon does of the empty hand, and the knife the 
place ot the teeth. A great number of machines, on tlie other hand, may 
be compared to a complete workman. Thus, the action of the mill which 
grinds grain has very little resemblance to the blowing of the wind or the 
running of the water, whereas the rising and falling of the pestle in the 
small mortar for throwing grenades corresponds to the motion of the arm. 
{Rau^ Lehrbuch I, § 125.) The infinite number of functions of which our 
members are capable is related to their inability to attain alone tlie greater 
number of their ends. Hence animals which require no tools can undertake 
to achieve very few things. " Man is a tool-making animal." (B, Franklin.) 

• This is seen most clearly in tlie history of the grinding of corn. In the 
time of Moses, and even of Homer, there were only hand-mills, and originally 
only mortars. Later, mills set in motion by horse-power were employed. 
Shortly after Cicero's time, mills driven by water-power came into use. 
Brunch^ Analecta, II, 1 19, Ep. 39. Mills built on pontoons do not date farther 
back than the time of Belisarius. W^ind-mills have been known since the. 
ninth century ; Dutch wind-mills, only since the middle of the x6th century. 
See Beckfnan^ Beiträge zur Geschichte der Erfindungen II, I ff. 

' Compare PkUOy Polit, 28a 
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duction, but which, for the most part, is not exhausted by use. 
There are species of this kind of capital which may be trans- 
ferred, as for instance, the good will of a well-established firm. 
Others are as inseparably connected with human capacity for 
labor as soil-improvements with a piece of land; e. g,^ the 
greater dexterity acquired by a workman through scientific 
study, or the greater confidence he has acquired by long trial.® 
The state itself is the most important incorporeal capital of 
every nation, since it is clearly indispensable, at least indi- 
rectly, to economic production.* 

The greater portion of the national capital is in a state of 
constant transformation. It is being continually destroyed and 
reproduced. But from the stand-point of private economy, 
as well as fi-om that of the whole people, we say that capital 
is preserved, increased or diminished according as its value is 
preserved, increased or diminished.^® Preiium succedit in lo- 
cum roi et res in locum pretii. " The greater part in value of 
the wealth now existing in England, has been produced by hu- 
man hands within the last twelve months. A very small pro- 
portion indeed of that large aggregate was in existence ten 
years ago; of the present productive capital of the countr}% 
scarcely anj^ part except farm-houses and a few ships and ma- 

•Thus, Ganilhy Th^rie de TEconomie politique I, 133, calls the knowl- 
edge, talents and probity of merchants, as well as their reputation, valuable 
parts of their capital in trade. See, also, Moser ^ Patriot Ph. II, 26. See 
some happy observations on the intellectual capital of nations, as consisting 
of " known and unknown preparatory labor through their history," in Lotze^ 
Mikrokosomos II, 353 scq. 

•Compare DicUd^ System der Staatsanleihen (1856), 7z ff. And, earlier 
yet, Ad. Müller had looked upon taxes not in the light of an insurance pre- 
mium, but as " the interest of the invisible and yet absolutely necessary in- 
tellectual capital of the nation." (Elemente, III, 75.) Of course, the State 
is much more than a species of capital; just as a Gothic cathedral is some- 
thing more than a piece of masonry, but does not on that accout cease to \x 
a piece of masonry. 

^® y. B. Say^ Traits d'Economie Politique I, ch. la Only think of what 
is known in physiology as the change or transformation of matter 
(Stoffwechsel !). 
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chines; and even these would not, in most cases, have sur- 
\'ived so long, if fresh labor had not been employed within 

that period in putting them into repair Capital is kept 

in existence from age to age like population, not by preserva- 
tion, but by reproduction." ( y, S, MtlL) - 

SECTION XLIII. 

CAPITAL. — PRODUCTIVE CAPITAL. 

Capital, according to the employment that can be given it, 
may be divided into such as afiects the production of material 
goods, and such as affects personal goods or useful relations. 
The former, under the name of productive capital, is, in recent 
politico-economical literature, usually opposed to capital in 
use.^ Evidently any one of the two kinds of capital mentioned 
above, may be used for both purposes.^ Indeed, the two 
classes are, in many respects, coincident. Thus, a liverj^-stable 
carriage or a circulating library is productive capital to its 
proprietor, and capital in use* {Gebratickskapttal) to the nation 

* Productive capital has been rendered into German by the word Erwerb- 
stamm, by the author of " Staatswirthschait nach Naturgesetzen," 1819. 
hfalihuSy Definitions, ch. 10, and /?««, Lehrbuch, I, § 51, call productive cap- 
ital alone, capital. According to M. Chevalier^ goods lose their quality of 
capital as soon as they come into the hands of a consumer. Schäfflcy N. 
CEk., II, aufl., 59, calls capital in use Genussvermögen (resources intended for 
enjoyment) and productive capital, Kapitalvermögen (capital-resources). On 
the other hand, J. B. Say, Traits, I, 13; McCulloch, Principles, II, 2, 3; Her- 
mann, Staats wirthsc haft. Untersuchungen, p. 60 ff., and v. Mangoldt, Volks- 
wirthschaftslehre, 122, divide capital into capital in use and productive capi- 
tal according as it provides the possessor with that which he may turn to 
account directly or indirectly by becoming the owner of goods through its 
means. Aristotle distinguishes between Oftyava and XZl^fiaza^ the former 
relating to TTOCT^ae^; for instince, a shuttle ; the latter to nftd^c^^ a«, for in- 
stance, bedding and articles of dress. (Polit., I, 2, 5.) 

'Thus, for instance, class A embraces parks and forests; B, theaters, 
churches, manufactories, arsenals, granaries, public walks and roads. Walks 
can, besides, be used for the cultivation of fruit, and roads for pleasure trips. 

♦ Translated " capital de consommation " by Wolowski, p. 96 of his Rösch- 
eres Principles. — Translator's note. 



156 PRODUCTION OF GOODS. [B. I, Ch. I. 

in general; although the circulating library from which an 
Arkwright obtains technic information, or the livery-stable 
vehicle which carries a Borsig to his counting-room, has cer- 
tainly been used in the production of material goods. Almost 
all capital in use may be converted into productive capital, 
and hence, the former might be called quiescent capital, and 
the latter working capital.* One of the principal differences 
between productive capital and capital in use is, that the for- 
mer, even when most judiciously employed, does not so imme- 
diately replace itself, as the latter, by its returns.* On the other 
hand, the real dividing line between capital in use, and objects 
consumed which are not capital, is, and it is in complete har- 
mony with our definition of capital, that the latter are subject 
not only to a more speedy destruction and one which is always 
contemplated, while in the case of the former, its destruction 
is only the unintended reverse-side of its use. 

Among a highly civilized people, a great amount of capital 
in use, as compared with the productive capital of the country, 
may be considered a sure sign of great wealth. When this 
is the case, the people, without losing the desire of further ac- 
quisition, think that they have enough to richly enjoy the 
present. I need only call to mind the mimificence displayed 
by the middle classes in England, in their silver plate and 
other domestic utensils. But the people of Russia, and Mex- 
ico also, can make no mean display of silverware.' Here lux- 

• Dead, or better, dormant capital is such productive capital as, for the time 
being, remains unused, and which, therefore, does not yield even personal en- 
joyment. The sum total of this kind of capital is very much diminished by 
the agency of savings banks. Loaned capital which has been employed un- 
productively evidently constitutes no longer a part of the wealth of a people. 
See infra^ § ^89- 

* Wolkoff is so far right, when in his Lectures, p. 142, he calls the return 
of capital in use not rcvenu^ but destruction graduelle, Schäffle is right, too, 
and entirely so, when he says that only such an increase of the property, in- 
tended for enjoyment simply, is anti-economic, as does not make the per- 
sonal capacities of labor ( Arbeit svertnogcn) as much more productive than 
they would otherwise be. N. CEk., II, aufl., 224. 

^ Humboldt^ N. Espange, II, ch. 17; v, Schlözcr^ Anfangsgründe, II, 109. 
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\iry is only a symptom of the disinclination or inability of the 
inhabitants of the country to use their capital in the production 
of wealth. How much richer would Spain be to-day, if it had 
employed the idle capital spent in the ornamentation of its 
churches in constructing roads and canals!* Most nations in 
a low state of civilization suffer from the absence of legal guar- 
anties. Each one is compelled to turn his property into a 
shape in which it can be most easily transferred from one 
place to another and hidden. This is the principal reason why 



Ausland, 140, No. 313. On the extraordinary wealth of even Russian peas- 
ant women in pearls, see v. Haxthausen^ Studien, 87, 309. 

• TasL'Hsend^ ]o\xrnQy in Spain, I, 115, 310. In the patriarchal age of the 
Jews, there was a relatively very large quantity of ornamental objects in 
gold and silver : MichceliSy De Pretiis Rerum apud Hebraeos, in the Comm. 
Soc. Götting., Ill, 151 ff., 160. Conservative Sparta, in the middle age of its 
history, was certainly not rich, and yet it had more gold and silver than any 
other Grecian state: Plato^ Alcib., I, 123. Accordjng to St. John^ The 
Hellenes, III, 142, the ancients had relatively much more of the precious 
metals in the form of objects for ornament than the moderns. The Romans, 
with their usual good sense, did not make use of silver as an article of lux- 
ury until they had attained g^eat wealth. See CatOy R. R., ch. 23, and Sen^ 
ecüy De Vita beata, ch. 21. Then the Carthagenian ambassadors railed at 
their hosts because they found the same pieces of table silver in all the houses 
to which they were invited. The younger Scipio, even, did not possess more 
relatively than 32 pounds of silver ware. Mommseny Römische Geschichte, II, 
383. The relatively great importance of the stores for domestic use, never- 
theless, runs through the whole of Roman history. The title de penu legato^ 
in the Pandects (Digest, XXIII, 9), points to this, during the reign of the 
emperors, aud in earlier times, the derivation oi fenatcs from fcnu. See Rod* 
hertuSy in Hüdebrand* s Jahrbuch, 1870, I, 365. Immense importance of the 
ring in the old north countries: Weinholdy Altnord. Leben, 1S4 ff. The age 
of chivalry was very rich in silver plate, cups, basins, etc. BUsching^ Ritter- 
zeit und Ritterwesen, II, 137. Anderson^ Origin of Commerce, a. 13S6. Lord 
Burleighy in the age of queen Elizabeth, left after him between fourteen and 
fifteen thousand pounds sterling in silver ware; that is almost as much as 
the rest of his whole estate ; and, it would seem, that for a man of his rank, 
even this was not considered a great deal. Collins' Life of B., 44. Accord- 
ing to Giustinianiy cardinal Wolsey owned articles of silver to the value of 
1,500,000 ducats, and the greater number of the lords of the time were equally 
well provided with them. 
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:ae Oritntais possess, relatively speaking, so man}' precious 
atones and <o much of the precious metals. The same cause 
jATCuunts for the simplicity of their dwellings.'' On the other 
hand« productive capital is to be found in the greatest propor- 
ÜÜU among civilized nadons which are making very rapid strides 
".owarus wealth, the people of the United States, for instance. 

SECTION XLIV. 

CAPITAL.— FIXED CAPITAL, AND CIRCULATING CAPITAL. 

OipitaU according as it is employed, is divided into fixed 
capitLil and circulating capital. Fixed capital may be used 
MKin\ times in production by its owner; circulating capital 
only once. The value of the latter kind of capital passes 
\\ holly into the value of the new product. In the case of the 
lormcr kind of capital, only the value of its use passes into the 
uc\N pr\.Hluct. [^Hermann,) Hence, the farmer's beasts of 
burthen K'long to his fixed capital; their food, and his catüe 
iniciKlcvl for the slaughter, to his circulating capital. In a 
•luinuract^nv of machines, a boiler intended for sale is circulat- 
■Uj; c.qnlal; while a similar one, held in reser\'e for the ma- 
yhaies usi.\l in pri^luction, is fixed capital. Ricardo attributes 
,i M>iiK'\Nhat dirtcrent meaning to these two terms: he calls 
•i\vsl capil^il that which is slowly consumed, and circulating, 

• \ *K- Kixliuiiiis urtr t'onvl of decorating their wives and children with all 
,K A^kvU I hat thcv piKssos», both on holidays and other days, so that they 
«^s,u>«iUK« have KHir v»r ^ix bracelets on each arm and fifteen car-rings in 
, M* .* s »** . Sh» * K^tf tit, Ucincrkungen, i88. Wcllsted (Rocderer's translation), 
'. .^ \\\ \m* Minor, j^irls vrcar their whole dowry in the shape of per- 
x«*«., suaaic(»t>. tiiii*ioJiKKo, Revuc des deux Mondes, Feb. i, 1855. In 
'. ».. ';^.Kk cvvii ihc most wretched towns have their silver workers. The 
, : » •. ViiiJc« ^*iih an annual income of £300,000, had a treasure worth 
, NM \\\.SNS 'Koily K^^^xxKSxxi of which were in jewels. Ritter, Erdkunde 
\ . .\n v.*u the upper Ganges more jewels and other ornaments arc 

V, . -»,1 she lower, where the wealthy prefer to spend their capital on 

., .,^x v-^. AV.'/tf, VI, II43* 
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that which disappears rapidly.^ Fixed capital is, indeed, pro- 
duced and preserved by circulating capital; but it is, for the 
most part, transformed again into circulating capital.'* Be- 
sides, it is only by means of the latter, that the former can be 
productively employed.' The relative importance of fixed 
and circulating capital to a country depends upon whether the 
countr}' is an advanced or only an advancing one. A people 
with very much and very fixed capital are indeed very rich; 
but run the risk of offering many vulnerable points to an 
aggressive enemy, and of thus turning the easil}- jeopardized 
mammon into an idol. To make a passing sacrifice of the 
countrj- that the people and the state may be saved, as did the 
Scythians against Darius, the Athenians against Xerxes, and 
the Russians against Napoleon, becomes difficult, in propor- 
tion as the nation has become richer in fixed capital.* But, as 

' The first beginnings of this division are to be found in ^uesnay (Analyse 
du Tableau ^onomique, 1758), in which he develops the difference between 
avances primiti'ccs and avarices annudlcs. See also Adam Smithy W. of N., II, 
ch. I, who, however, reduces the difference between them mainly to the rela- 
tions of possession, and hence includes grain and seed in fixed capital. Her- 
wuxum^ Staatsw. Untersuch^ 269 ff.; Ricardo^ Principles, ch. i, sec. 2; ScknuU- 
ieKJuTy Staatswisscnschaflen, I, 3S7, divides capital into I, infungiblc^ that is, 
I, fixed in the strict sense of the word; 2, transportation-capital; II, fungible^ 
I, transformable capital; a, material (raw material, auxiliary material etc.), 
b, formed products; 2, circulating capital; a, wares; b, money. A. JVal/^er, 
S- of W^ 57, calls circulating capital that which may be easily transferred 
from one branch of production to another; fixed, that which can be used witli 
advantage onlj for the purpose for which it was originally intended. 

» Old wood- work is burned ; old iron utensils sold ; also houses when pulled 
down. Emmingkaus^ AUg. Gewerbelehre, 1868, 175. 

>If the Mongols, for instance, should despoil China of all its moveable 
property with the exception of its buried money, its immovable property 
would become productive only from the time that that money would be used 
to secure other moveable articles. In any case, the production would be 
proportioned only to the borrowed seed, cattle, etc. (Sismondi^ Richesses 
commerciale, 1803, I, p. 61. 

*That the Athenians left everything in the lurch to oppose Xerxes, much 
more readily than under Pericles, even, the flat country of Attica, Büchsen- 
schütz (Besitz und Erwerb im griech. Alterthum, 589) explains by the fact that 
in the interval between the two periods, fixed capital increased largely. In rude 
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the destination of the latter is changed with much greater dif- 
ficulty than that of circulating capital, highly cultivated na- 
tions would find it very hard to satisfy new wants, if they 
could not always appropriate the results of additional savings 
to the production of new fixed capital. 

SECTION XLV. 

CAPITAL— HOW IT ORIGINATES. 

Capital is mainly the result of saving which withdraws new 
products from the immediate enjoyment-consumption of their 
possessor, and preserves them, or at least their value, to serve 
as the basis of a lasting use.^ As capital represents the solid- 
arity of the economic past, present and future, it, as a rule, 
reaches back into the past and forward into the future, through 
a period of time longer in proportion as its amount and efficiency 
are greater.^ Those producers, too, whose products perish 
rapidly may, also, effect savings by exchanging their products 

ages under the appellation of a community or nation was understood a number 
of men; and the state, while its members remained, was accounted entire. 
With polished and mercantile states, the case is sometimes reverted. The nation 
is a territory cultivated and improved by its owners; destroy the possession 
even while the master remains, the state is undone. Ferguson^ Hist of civil 
Society, V, 4; t'. Mangoldty Volkswirthschaftslehre, 159. Fixed capital is 
not so sure of being completely used up as circulating. On this point see 
Sdiäße, N. CEk., 53. 

* If the aggregate productive activity of man be designated by the word 
labor (just as everything produced on a piece of land is inaccurately called 
its product), then all capital may be considered as the unconsumed result of 
labor. The recent socialistic theory that considers capital as the wages 
which have been earned but not paid, is a gross misconception of this truth. 
This is the origin only of the capital of oppressors and deceivers, and of 
theirs only in part See infra^ § 189. 

' " While we are clothed in our winter garments, the spring stuffs are al- 
ready in the shops of retail dealers; the light material of next summer's wear 
is already manufacturing, and the wool for our next winter's clothing spun." 
Think of the study in advance which the physician must have gone through, 
whom we summon to us at a moment's notice! Menger^ Grundsätze, I, § 

33» seq- 
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and capitalizing their counter- value. Thus, the actor, whose 
plajing leaves after it nothing but a memory, may use the 
wheat received by him from a farmer who came to listen to 
him, in the employment of an iron-worker, and invest the 
product permanently in a railroad. The transformation may 
be effected by means of money, bonds etc., but it is none the 
less real on that account. Order, foresight and self-restraint 
are the intellectual conditions precedent of saving and capital. 
The childish and hail-fellow-well-met disposition which cares 
only for the present is inimical to it. True, the desire of sav- 
ing can be developed only where there are legal guaranties to 
ownership;^ guaranties which are both the conditions prece- 
dent and the eflfect of all economic civilization.* The Indiansf 
Esquimaux etc., had to be taught for the first time by the mis- 
sionaries and merchants — and it was with the greatest difficulty 
it was done — to save their booty, and spare the natural sources 
of their acquisition. Originally, they were, in the heat and 
excitement of their wild hunting and fishing, wont to destroy 
on the spot what they could not enjoy in the moment.* In the 
lowest stages of civilization, the first saving of capital of any 
importance is effected frequently through robbery or in the 
way of slavery.* In both cases, it is the stronger who com- 
pel the weaker to consume less than they produce. See hin 

' Thus in dangerous callings, as for instance, among soldiers and sailors, 
there is very little saving. The same may be said of times of plaguew See 
J. Rae^ New Principles on the Subject of Political Economy, 1834. 

♦That we keep our property under lock and key, while it was customary 
in Plato's time to seal it up, is in itself a great advance. See Becker ^Chzxi- 
cles, 1, 202 seq. Earlier yet, artificial knots were used. Homcr^ Odyss. 
VII, 443. 

* Compare Hearne^ Reise, nach Prinzwalesfort, 43, 58, 119. Barrow von 
Sprctif^ei^ 282. Hmnboldt^ Relation historique, II, 245. Ausland, 1844, No. 
359; 1S45, No. 84. Stein- Wappa'us^ Handbuch der Geographie, I, 31a For 
proof that the clergy by preaching self denial contributed largely to the crea- 
tion of capital in the earlier part of medieval history, see Gndrard^ Polyp- 
tiques d'Irminon Pr^f., 13. 

' On the inevitableness of slavery, where capital is needed, and no one caret 
to save, Rce de Metz Noblety Phönomenes ^onomiques, I, 306. 
Vol. I.— II 
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fra^ § 68. Where civilization is at its highest, the inclination 
to save, as a rule, is very marked.' It begins to decline where 
a people are themselves declining in civilization, and especially 
where legal guaranties have lost their force. 

But capital may be increased even without personal sacri- 
fice ; as for instance, by mere occupation, as of certain goods, 
not hitherto recognized as such. Thus, also, by the establish- 
ment of valuable relations, the advantages of which either be- 
come the common good of all; or which, because at the 
exclusive command of one individual, obtain value in ex- 
change. The progress of civilization itself may increase the 
value of existing capital. Thus, for instance, a house, consid- 
ered as capital, may double in value if a frequented street be 
opened in its neighborhood. To this category belong all im- 
provements in the arts which enable existing capital to achieve 
more than it could before. The invention of the compass in- 
creased the value of the capital employed in the merchant 
marine to an extent that cannot be calculated.® The increase 
of capital eflfected by saving soon finds a limit unless such 
limit is widened by the progress of civilization.' ^® 

■^ The origination of capital by " social connexions " (gesellschaftlkke Zus- 
ammenhänge) Lctssalle (Bastiat-Schultze, 92, 98) exaggerates into the absurd- 
ity that no capital was ever saved. This is in part related to his confounding 
land with capital (103 seq.). On the other hand, P. L, (v. Ltlienfdd)^ Ge- 
uanken liber de Staatswissenschaft der Zukunft (1873), distinguishes between 
the external and internal creation of capital in human society ; the latter based 
on the condition of every organic being, by virtue of which the present is 
generated by the past, and generates the future. The intercellular substance 
of plants, the honey -comb of bees, and the blood in the animal body, corres- 
pond to the capital of a nation. 

^ Hermann^ St. Untersuchungen, 289 ff.; List^ System der politischen 
CEkonomie, I, 325 ff. Thus, for instance, capitalization among a race of 
hunters may be continued longest by the creation of herds; that of a race of 
shepherds by the building of houses, and by land-improvements; that of an 
agricultural people by the establishment of trades, artificial roads, etc As 
to how, in general the accumulation of goods to any great extent, supposes 
exchange, and as to how, first of all, with exchange through the existence of 
a superabundance wealth may originate, see Hertnann^ loc. cit., II, Aufl., 

25 fl: 
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CHAPTER II. 



CO-OPERATION OF THE FACTORS. 



SECTION XLVI. 

THE PRODUCTIVE COOPERATION OF THE THREE FACTORS. 

All economic production generally demands the coopera- 
tion of the three factors: external nature, labor and capital. 
But with the political economist, labor is the principal thing; 
and not merely because all capital presupposes labor, nor be- 
cause every combination of the three factors is an act of labor; 

• The annual increase of the capital of France during the later years of 
Louis Philippe*s reign, was estimated at from 200 to 300 million of francs ; 
during the best years of Napoleon III*s reign, at 600 million. Journal des 
Econ., Nov., 1861, 170. The capital of the British empire, judging from the 
statistics of the income tax, increased from 1843 to 1853, in Great Britain 
alone, at least £42,000,000 yearly ; from 1S54 ^^ i860, in the whole empire, at 
least £114,000,000; and in 1863 alone by £130,000,000. London Statis. Jour- 
nal, 1864, 118 ff. A war carried on on English soil would doubtless be more 
destructive of capital than one waged in Russia; but Russia would recover 
from one like that of 1854-55 with much greater difficulty because of the 
small tendency of its people to amass capital. In countries in which the 
middle classes preponderate, the influence of the amassing of capital on for- 
eign politics is one that favors peace. In despotic or democratic countries, it 
may as readily favor war. 

** The " absolute formation " of capital above described is, of course, the only 
one in the general economy of mankind. In the economy of individuals, we 
frequently meet with another which is only " relative,'* as when the increase 
of one's resources is attended by as great or even gjreater decrease of anoth- 
er^s. This is the case, for instance, where privileges or monopolies are granted. 
The same phenomenon is found also in the intercourse of economies of differ- 
ent nations. Su/ra, g 64. 
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directly be traced back to savings made before the Norman 
conquest.* 

SECTION XLVII. 

PRODUCTIVE CO-OPERATION OF THE THREE FACTORS. 
THE THREE GREAT PERIODS OF A NATION'S ECONOMY. 

* 

The relation of the three factors to one another is necessari- 
ly very different in different branches of production. For in- 
stance, in the case of cattle-raising on a prairie, labor does 
verj' little, land almost everything. Hence an extensive, thinly 
populated country is best adapted to this species of produc- 
tion. But where land is scarce, as in wealthy and populous 
cities, human activity should be directed into those branches 
of industry w^hich need capital and labor, as manufactures and 
the trades. (§ 198.)^ 

Looked at from this point of view, the history of the de- 
velopment of the public economy of every people may be 
divided into three great periods. In the earliest period, nature 
is the element that predominates everywhere. The woods, 
waters and meadows afford food almost spontaneously to a 
scanty population. This is the Satumian or golden age of 
which the sagas tell. Wealth, properly speaking, does not 
e.xist here, and those who do not possess a piece of land run 
the risk of becoming completely dependent on, or even the 
slave of a land owner. In the second period, that through 
which all modem nations have passed since the later part of 
the middle ages, the element, labor, acquires an ever increas- 
ing importance. Labor favors the origin and development of 
cities as well as exclusive rights, the rights of boroughs and 
guilds by means of which labor is, so to speak, capitalized. A 

^ • I 

* It is not to be overlooked that all labor expended for a distant end also 
falls under the head of capital. See Droz^ Economie politique, 1829, 1, 6. 

^ For a good exposition as to how England has need of more agricultural 
products, the East Indies of more capital, and the West Indies of more labor, 
see Fawcett^ Manual of P. E., iia 
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middle class is formed intermediate between the serfs and the 
owners of the soil. In the third period, capital, if we may so 
speak, gives tone to everything. The value of land is vastly 
increased by the expenditure of capital on it, and in manufac- 
tures, machine labor preponderates over the labor of the hu- 
man hand.* The national wealth undergoes a daily increase; 
and it is the " capitalism " which first gives an independent 
existence* to the economic activity of man; just in the same 
way that law is, as it were, emancipated from land-own- 
ership, from the church and the family only in the consti- 
tutional state {Rechtsstaat).^ But, during this period, the 
middle class with its moderate ease and solid culture may de- 
crease in numbers, and colossal wealth be confronted with the 
most abject misery.* Although these three periods may be 
shown to exist in the history of all highly civilized countries, 
the nations of antiquity, relatively speaking, never advanced 
far beyond the second, even in their palmiest days. A great 
part ofthat which is accomplished among us by means of cap- 
ital and of machines, the Greeks and Romans performed by 
the labor of slaves. Leaving Christianity out of the question, 
nearly all the minor differences between the public economy of 
the ancients and that of the moderns may be reduced to this 
fundamental distinction.' ® 



' It is a very significant fact, that, at present, in certain European countries, 
in Germany for instance, the laborer is called a taker^ and the capitalist a 
gtver of work. The expressions employed by Canard^ Say and Hermann^ 
teach a similar lesson. 

^Schäffle^ Kapitalismus und Socialismus, 124 seq. 

* It is evident, that, absolutely considered, the predominating factor of an 
earlier period may continue to increase during the following: and, as a rule, 
it does continue to increase. 

• I need cite only the instance of the slaves, who called out the hours, thus 
performing the functions of a clock: Martial^ VIII. 67; Juvenal^ X. 216; 
Petron. 26; of the turning of water wheels, in Egypt and Babylon, by hu- 
man hands. StrdbOy XVI. 738, XVII., 807. Among the ancients, it re- 
quired one shepherd, and shepherd boys besides, to take care of twenty sheep. 
(GeopoH. XVIII, I.) In highly cultivated regions, the number ran up to 
fifty. (Deinosth.^ adv. Euerg. et Mnes., 1155) It seldom passed eighty 
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SECTION XLYIII. 

V.:.; I k AL HISTORY OF THE IDEA OF PRODUCTIVENESS. 

In this chapter, the dogma-historical (dognicngcschichtlichc) 
I'lii is of the utmost importance, because it treats of the con- 

i J in}\\ Dc re rust, II. lo, lo. 2, 20), or one hundred (Cato^ R. R. c. 10); 
^'. hilo. recently, five men are sufficient lo take care of eighteen hundred sheep. 
Sic JCtscAvrs discourse on the relation of Political Economy to classical 
iiisiiquity. in the reports of the Royal Saxon Science Association, May, 1S49. 
AIno /a IlumVy Discourses, No. 10. 

* The productive power of each of the factors of production has been over- 
otimated by some schools. After Gratian (c. i, C. XIII. qu. i), had clearly 
ri'cognized the necessary coöj)eration of the three elements, there was in the 
one-sidedness with which the Reformers emphasized God's blessing as the 
only source of wealth, a great over-estimation of the factor nature. The 
Mercantile System over-estimated the factor capital, in one of its most obvious 
component parts, money. In later times again : " La tcrrc est la source ou 
la tmitihrc iPoil V on tire la richcsse; le travail de V komme est la forme qui la 
produit. Tous Ics hommes d'un 6tat subsistent et s'enrichissent aux d^fcns des 
fropriitaires des terres. (Cantillon^ Sur la Nature du Commerce, 1755, I. 33, 
55.) La terre est V unique source des rickesses. (^uesnay^ Maximes gdnörales 
de Gouvernement, 175S, eh. 3.) In another place, indeed, the same writer 
says: les revenus sont le produit des terres et des hommes (Grains^ p. 276, 
Dairc), and Mirabeau frequently laid stress on the necessary cooperation ot' 
labor and capital.' (Landwirthschaf^sphilosophie, translation by M'ichmatin^ 
I, 5.) Turgot^ Sur la Formation et Distribution des Richesses, g 7. For an 
excellent refutation of this " Physiocratic " one-sidedness, which, if all men 
arc endowed by nature with equal rights, leads to socialism, see Canard^ 
Principes, 6. According to Gioja^ N. Prospetto, I. 35, the part played by la- 
bor, in the production of Parmesan cheese, is a thousand times as great as 
that played by the soil; and in the production of a Dutch tulip, a hundred 
thousand times as great The English arc wont, similarly, to over-estimate 
the relative power of labor. {Ponocratie^ after Ancilion^ Essais philosoph- 
iques, 1817, II. 327.) "Commerce and trade first spring from the labour of 
men." {Xorth, Discourses upon Trade, 112.) Thus, Loclc (idf/n). Of Civil 
Government, II, 5, 40 ff., is of opinion, that, at least /^ of the value of the 
products of the soil, useful to man, are to be ascribed to lal)or, and, in the 
case of most, even ^^j^. And so, Berkt?hy (1735), Querist, No. 3S seq. This 
view is advocated in its boldest form, — a thing unusual in the case of the 
independent disciples of a great master — by McCullocky Principles, II, ch. i, 
that it is to labor, and to labor alone, that man owes everything that possesses 
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nection between the deepest fundamental notions and the prin- 
cipal branches of practical life. It is clear that every political 
economist must cpnstruct his exposition of productiveness on 
his prior notions of goods and value. We must, therefore, 
draw a distinction between expositions which are logical but 
altogether too narrow, and wholly erroneous ones.^ 

any value in exchange. Similarly, y. Mill, Elements (1824), III, 2. The 
consequences which socialism might drav from these premises are jself-evi- 
dent Karl Marx's whole system, for instance, rests, without any attempt at 
demonstration, on the assumption that the Ricardo school is right Much 
more moderate views are met with earlier. Thus, Hobhes, De Give, XIII, 
14, and Leviath., 24 (1642 and 1651), calls labor et farshnonia necessary 
sources of wealth; proxfemtus terrce et aqtue useful ones; and Petty, On 
Taxes (1679), 47, says: "Labour is the father and active principle of 
wealth, as lands are the mother. Land and labour together are the sources 
of all wealth; without a competency of lands there would be no subsistence, 
and but a very poor one without labour." Harris, Upon Money and Coins, 
1757, P. I. Adam Smith, also, in spite of the well known passage at the be- 
ginning of his work, very frequently lays stress on ** the annual produce of 
land and labour." (See the passages collected in Leser, Begriff des Reich- 
thums bei A. S., 97.) According to Leibniz, regionis potentia consistit in ter- 
ra, rebus, hominibus. (ed. Dutens, IV. 2, 531.) Ricardo^ s school is wont to 
bring capital under the head of labor, as saved-up labor. This is about as 
correct as to say, that all that a grown man docs, his parents had done. 
( Umffenbach, Nat. CEk., 64.) There is only one way in which labor, and 
even then the expression is not exactly correct, can be looked upon as the only 
factor in production ; and that is to presuppose the forces of nature as mat- 
ters of course (cds sick von selbst verstehend), and to call the aggregate use 
made of them by the human mind, labor. Or we might say with old 
Efickarmos, that the gods sell all goods for labor. (Xenofh^ Memor. II. i.) 
Moreover, even in purely intellectual productions, in poetical productions for 
instance, nature, labor and experience, the culture inherited from former 
ages (a kind of intellectual capital) uniformly cooperate. But how almost 
completely valueless in literature are all entirely pure (empty !) productions 
of the fancy ! 

* Before the predominance of the Mercantile System, Montckritien very 
cleverly called all trades : farcclles et fragments de cette sagesse divime qne 
Dieu nous communique far Ic moyen de la raisen. By means of the three es- 
tates ; labourers^ artisans, merchands, tout itat est nourri; far em» tami frofit 
se fait. V utility rbtrle Irs rangs des arts. (Trait^ 12, 45, 66.) The teach- 
ing o( P. Gregor ius ToIomhos (ob. 1597) on the different classes of society 
and Uie different callings of men, is still more in keeping with the present doc- 
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Thus, the Mercantile System admits every mode of ap- 
,plying the three factors of production, but considers them 
really productive only in so far as they increase the quantity 
of the precious metals possessed by the nation, either through 
the agency of mining at home, or by means of foreign trade. 
This view stands and falls with the altogether too limited idea 
of national wealth before mentioned (§ 9), which this system 
advocated.^ The majority of the followers of the Mercantile 
System ascribe more power to industry to attract gold and sil- 
ver from foreign parts, than to agriculture, and to the finer 
kinds of industry than to the coarser; to active and direct 
trade, more than to passive and indirect trade. 

trine of production ; only, in the moralizing tone of the time, he speaks 
rather of their dignity than of their influence in creating wealth : De Rep. I, 
195. See, also, the earlier views of Franc, Patricius (ob. 1494), De Rep. I, 

' Compare A. Serra^ Breve Trattato delle Cause che possono far abbondare 
i Regni d' Oro d* Argento, 1613. Th. Mun, England's Treasure by foreign 
Trade, 1664. Cb. King^ British Merchant or Commerce Preserved, 1721. 
But, particularly, A, C. Leib^ Von Verbesserung Land und Leuten etc. (1708), 
who, from the point of view of the Mercantile System, draws a very clear 
distinction between the productive and unproductive classes. See, also, 
imfra^ § 116. First tlioroughly refuted by W. Petty ^ Political Anatomy of 
Ireland, 67, 82. Quantulumcunque concerning Money (1682). D. Norths 
Discourses upon trade (1691). See Roschcr*s Geschichte der englischen 
Volkswirthschaftslehre, 77, 88, 138. And later, especially. Ad. Smithy W. 
of N. IV., ch. I ff. Adam Smithes doctrine of productive and unproductive 
labor is to be found already, in this period, in Petty ^ Several Essays, 127 if. 
Political Anatomy, 185 ff; also, in the anonymous work, A Discourse of 
Trade, Coyn and Paper Credit, London (1697), 44, 159. 
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SECTION XLIX. 

CRITICAL HISTORY OF THE IDEA OF PRODUCTIVENESS.— 
THE DOCTRINE OF THE PHYSIOCRATES. 

The doctrine of the Physiocrates is to be explained in part 
by a very natural reaction from the narrow-heartedness of the 
Mercantile System, and at the same time, by a presentiment, 
misunderstood, of the true theory of rent. (§ 150 ff.). Of 
the six classes of labor mentioned above (§ 38), those only are 
called productive which increase the quantity of raw material 
useful for human ends. All the other classes, it matters not 
how useful, arc called sterile, salaried, because they draw their 
income only from the superabundance of land-owners and the 
workers of the soil. Tradesmen, in the narrower sense of the 
term, produce only a change in the form of the material, the 
higher value of which depends on the quantity of other mate- 
rial consumed for the purposes of the tradesman's labor. If 
any of this material is saved, the value of their products 
sinks, although to the advantage of the economy of the whole 
nation. In any case, industry could create no wealth, but only 
make existing wealth more lasting. It might, so to speak, ac- 
cumulate the value of the quantity of food consumed during 
the building of a house in the house itself.* 

^J^ncsnayj Dialogue sur Ics Travaux des Artisans, 210 ff.; 389 6d Daire; 
Turgot^ Sur la Formation etc., § 8 ; Dupont^ Correspondence avec J. B. Sar, 
400, Äi. Daire. B. Franklin^ Letter to Dr. Evans (1768), and Positions Con- 
cerning National Wealth ^1769), Works ed. Sparks, VII and II. Similarly 
even Aristotle^ Oec., I, 2, says, that commerce, wage-labor and war win from 
men, with or without their will ; but that only agriculture obtains booty from 
nature. And so Cicero says of merchants: nihil proßdunt^ nisi admodum 
weutiantur. Dc Off., I, 42. The same view seems to have prevailed during 
the middle ages. See Thorn. Aquin.^ De Rebus publicis, II, 3, 5 seq. Luther 
entertained a like notion (Vom Kaufhandel und Wucher, 1524). He prefers 
agriculture to the trades. Sec the I rmischer edition of his works, XXII, 284; 
XXXVI, 172; LXI, 352. Cfl/itw considered commerce both useful and hon- 
orable ; so that ex ipsius mercatoris diligentia atque industria^ its profit may be 
greater than tliat of agriculture. (Opp. cd. Amstelod, 1664, IX, 323.) Asgitt^ 
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But if tradesmen really earned, in the value of their pro- 
ducts, only what they had consumed during their labor, it would 
be difficult for them to find employers to provide them with 
capital. Everj'one will acknowledge, that a Thorwaldsen and 
an ordinary stone-cutter, with the same block of marble, the 
same implements, the same food, would necessarily, after the 
same time, turn out exceedingly different values.^ And, even 
in the case that industrj^ should add to the raw material only 
precisely the same amount of value as had been consumed by 
the workmen, can it be said that the work ceases to be pro- 
ductive simply because it is consumed by the workmen them- 
selves? If that were so, agriculture even, would, in most 
countries with a low civilization, be unproductive.^ 

Commerce, according to the theory of the Physiocrates, 
only transfers already existing wealth from one hand to an- 
other. What the merchants gain by it is at the cost of 
the nation. Hence, it is desirable that this loss should be as 



Several Assertions proved in order to create another Species of Monev than 
Gold (1691) : ** what we call commodities is nothing but land severed from 
the »oil ; man deals in nothing but earth." Concerning Cantillon^ compare 
g 47, note 4. How violent an innovation the Physiocratic theory was in its 
time may be inferred from what Zincke writes in the Leipzig Sammlungen, 
X, 551 ff. (1753), P- 20, XIII, 861. 

^S^mesuay^ 1. c, 189, does not ignore that many workmen earn more tlian 
the cost of their necessary subsistence; but he claimed that this was a result 
of a natural or legal monopoly of the same. The dearer labor was, the more 
productive it seemed. Per contra, see Dohm on the Physiocratic system, in 
the Deutsch. Museum, 1778, II, 313 ff. 

^ Chmrnay {oovti^sxe Turgot^ Eloge de G., in Guillaumin^s edition, I, 266, 
271 ff.), as well as Raynal^ Histoire des Indes, vol. X, Li vre 19, spite of the 
similarity of their and Quesnay^4i views, acknowledged on this account, tlic 
productiveness of industry. For some remarkable examples illustrative of 
how it may increase the value in exchange of raw material, sec the anony- 
mous work, Paying Old Debts without New Taxes, London, 1723. See also 
Algaroiti iph. 1794), 318, in Ctf^o</f, Economisti classici italiani. Parte moder- 
na, I. Thus a cwt of coarse cast iron is converted, in a Berlin manufactory» 
mto 88440 shirt buttons worth 6^ silver groschens each. Hence the value is 
raised from i~2 thalers to 19,653 thalers. The increase of the value in use 
br industrial labor is self-evident 
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small as possible. Hence sterility!* But, the more important 
branches of business, especially wholesale trade, are connected 
with a transportation of goods ( Verrt)^ either from one place 
or from one period of time, into another. Here the genuine 
merchant speculates essentially on the difference of the values 
in use which are afterwards greater than before.' The ice 
shipped yearly from Boston to tropical lands met a much 
more urgent and wide-spread want there than it would if it 
had remained at home. And thus the storage of grain in 
large quantities after a bountiful harvest withdraws, indeed, 
an object of enjoyment from the comsumption of the people; 
but its sale, after a bad harvest, imdoubtedly increases their 
enjoyment in a much greater degree than it was before dimin- 
ished. Besides, the condition of both parties to the contract 
is usually improved in all normal trade. {CandiUac^ No one 
parts with exchangeable goods unless they are of less use to 
him than the ones he receives in return.'' And so, the value in 
use of a nation's resources is really increased by commerce. To 
the other attributes of goods it adds one of the principal condi- 
tions of all use, accessibility {Kudler\ with which it either 
newly endows them, or which it increases in degree. To this 
end, the merchant makes use of tools, just as the manufacturer 

^^uesnay^ Dialogue surle Commerce. 

•Recognized very early by Ad. Contzen^ Politicorum, Lib. VIII, C. lO 
(1629). 

•This did not escape the notice of Frederick II. Van Rammer^ Hohenstau- 
fen, III, 535, 

^ Condillac acknowledges the productive power both of industry and of 
commerce ; and that the service rendered by the state is at least economically 
indispensable. (Le Commerce ct le Gouvernment, 1776, 1,6, 7, 10.) Beccaria^ 
Economia pubblica (i 769 ff.), IV, 4, 24. Bois^uülebert (ob. 1714), Sur la Nature 
des Richesses, illustrated the utility of commerce by the picture of a number 
of men bound to pillars, one hundred steps apart, one with a superabundance 
of food but naked, a second >vith a superabundance of fuel, a third with a 
superabundance of clothing etc.; all of whom perish, because unable to ex* 
change their respective surpluses with one another. According to JLoiz^ Re- 
vision, I, 217, '' buying dear," apart from real fraud, means only a decreaae of 
pobbiUe gain. 
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does. What spinning-wheels, looms and workshops are to the 
latter, ships, warehouses, cranes etc., arc to the former* If 
production be not complete until the thing produced is made 
fit for its last end, consumption, commerce may be looked up- 
on as the last link in the chain of productive labor. It, at the 
same time, constitutes a series of intermediate links; as with- 
out it no division of labor is possible, and without a division 
of labor, no higher economic productiveness.® How com- 
merce may increase the value in exchange of goods, and with- 
out in any way injuring the purchaser, needs no further illus- 
tration.* 

SECTION L. 

THE SAME SUBJECT CONTINUED. 

Even Adam Smith called services, in the narrower sense of 
the term (§ 3), the grave and important ones of the statesman, 
clergyman and physician, as well as the "frivolous" ones of 
the opera singer, ballet-dancer and buffoon, unproductive. 
The labor of none of these can be fixed or incorporated in any 

^Verriy Meditazioni, XXIV, instead of calling the merchant productive, 
calls him a mediator between producers and consumers. It would be just 
as reasonable to call the shoemaker a mediator between the production and 
consumption of leather; or the cloth merchant, who cuts the material from 
the piece, an assistant preparatory to the tailor. The labor of commerce is 
especially like that of the fisherman or the turf digger, because they produce 
only in so far as they transfer goods from inaccessible to accessible places. 
See, however, Ämr, Lehrbuch, I, g 103. See the demonstration of the pro- 
ductive power of commerce in general, as well as of what is, by way of pref- 
erence, called industry, in Ad. Smithy W. of N., IV, ch. 9. A much more 
fundamental refutation of the Physiocratic Principle is to be found in yacol>^ 
N. CEk^ 204 ff. 

•In TS43, about 55,000 tons of ice were shipped from Boston. Less than 
25 cents, per ton was paid for the ice in the first instance. When packed on 
board ship, it was worth $2.55 per ton. The ultimate sale brought $3,575,- 
ooa Ausland, 1844, No. 278. The ancients were acquainted "whh a similar 
production of ice, the value in exchange of which might be almost entirely 
reduced to the labor of commerce. See Xcuofh.^ Memor., II, i, 30; Athen. 
111,97; Proverb« of Solomon, 25, 13. 
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particular object. ^ * But how strange it is that the labor of 
a violin-maker is called productive, while that of the violin- 
^ player is called unproductive; although the product of the 
former has no other object than to be played on by the latter? 
{Gamier.) Is it not strange that the hog-raiser should be 
called productive, and the educator of man improductive 
{List)\ the apothecary, who prepares a salve which alleviates 
for the moment, productive, the physician, improductive, spite 
of the fact that his prescription in relation to diet, or his siu'gi- 
cal operation, may radically cure the severest disease? 

If the productiveness of an employment of the factors of 
production be made to depend on whether it is attended by a 
material result, no one will deny that the labor of the plow- 
man, for instance, is productive; and no one, of Adam Smith's 
school, at least, that that of the clerk, who orders the raw 
material for the owner of the manufactory, is. They have 
participated indirectly in the production. But, has not the 
servant of the state, who protects the property of its citizens, 
or the physician, who preserves the health of the producer, an 
equally mediate but indispensable share in it? The field- 
guard who keeps the crows away, every one calls productive; 
why, not, then, the soldier, who keeps away a far worse 

* W. of N., ch. 3. See, however, Garnicr's French translation of Ad. 
Smith, Pr^f. p. IX and V, note 20. Similarly, Maltkus^ Principles, ch. i, 
Lcct 21. Definitions, ch. 7, la 

* Bacon had already said of the nobility, clergy and literateurs : sorti rei- 
fuhliccs nihil addttnt {Scrm.^ 15, 29); in opposition to which, Hobbes justly re- 
marks, that even human labor may, like other things, be exchanged again<(t 
goods of all sorts. (Leviathan, 24.) In the work^ Discourse of Trade, Coyn 
and Credit, p. 44 ff., and p. 156, the absolute necessity of "head-work" as 
well as bodily labor, is conceded ; but it is insisted that physicians, clergymen 
and jurists can never enrich a country, and that a relatively large number of 
them would even conduce to national poverty. (See Roscher^ Geschichte der 
englischen Volkswirthschaftslehre, 138.) David Hume considers merchants 
as productive, but says that a doctor or lawyer can grow rich only at the ex- 
pense of some one else. (Discourses, No. 4, On Interest.) Ferguson very 
cleverly compares such a valuation of national wealth to that of a miser. 
Hist Qi Civil Society, VI. I. 
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enemy from the whole land? {McCulloch^ But the entire 
division of business into two branches, the one directly, and 
the other indirecdy productive, can be defended only as re- 
spects certain kinds of goods. {Schmt'ttkenmr») The labor of 
the judge, for instance, is only indirectly productive in the 
manufacture of shoes, inasmuch as he guarantees the payment 
of the shoemaker's account. On the other hand, the shoe- 
maker contributes only very indirectly to the general security 
which the law affords, by protecting the judge's foot.* 

Nor can any effectual inferiority of service be claimed, 
simply because the productive power of one branch of busi- 
ness is, measured by the duration of its results, greater than 
another.* What is more perishable than a loaf of bread 
bought for dinner? What more imperishable than the man- 
umeniunt cere perennius of a Horace? The labor expended on 
persons and on relations ( Verhältnissen) is, both as to the ex- 

'Similarlj Lauderdale^ Inquiry, 355; Lotz^ Handbuch der Staäts\^'irth- 
schafl, I, g 39, and Rau^ Lehrbuch I, § 195, concede only indirect productive- 
ness to commerce. It may be shown, in a great many instances, that such 
productiveness exists side by side with direct productiveness, on account of 
the thousand ways in which all economic threads arc interwoven with one 
another. Thus Paley remarks in his work on the Principles of Morals and 
Politics, that a tobacco manufacturer even may contribute indirectly to the 
cultivation of grain ; an actor, to industry etc. 

*Thu8 Sismondiy Nouveaux Principes, II, ch. i, and, earlier, Mcngoiti Col- 
bcrtismo, 317. (Cust.) See, on the other hand, Hermann^ Staatsw. Unter- 
suchungen, 34 ff. Even y. B. Say does no manner of justice, in this respect, 
to personal services. He speaks oi froduits qui ne ^attachent ä, rien qui s^dvan- 
omssent ä mdsure quails naisseu/^ quellest impossible d^accumuler^ qui n'ajoutent 
rein ä la rickesse fiatioruilc. Compare Catdchisme (3d ed.) 52 ff., 174 ff. 
On the other hand Dunayer^ Libcrt6 du Travail, L. V., remarks that 
here labor and its result are made to change places; the former like all labor 
is very perishable, the latter as lasting as in the case of other kinds of labor. 
In the one case the utility is fixed in things, in the other in jiersons. Ad, 
Mittler^ Elemente der Staatskunst passim, calls special attention to how the 
kinds of labor, called unproductive by /idam Smithy preserve the state, and 
in that way, all individual exchangeable^oods. Similarly, Storch^ Handbuch, 
I, 347 ; 5/Miff/<»i», Handbuch, I, 460. Lauderdale (443), however, is correct 
when he says, that the continued duration of the product of labor depends, 
usually, more on the caprice of consumers than on the nature of the labor. 
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tcrs to the whole people's requirement of external goods pos- 
sesses economic productiveness.^ But it makes a great dif- 
ference to science, whether a view is considered true because 
no one has suggested a doubt of its correctness, or because 
all doubts as to its truth have been triumphantly removed. 

' Besides the above, see Giojdy N. Prospetto, I, 246 ff.; Scialojay 42; y. B. 
Saw Traits, I, ch. 2; I Inf dandy N. Grundlegung, I, 42, 54; dr. SoJcn^ Nat. 
ClCkonomie, I, 142 ff. Hennaurty St. Untersuchungen, 20 IF., di^tinguishe8 
three politico-eeonomical points of view ; that of the producer, that of the 
consumer, and that of the whole nation's economy. The producer call> his 
lalxDr productive, in case he receives back his outlay of capital with the rate 
of profit usual in the trade of the country. To this point of view, there- 
fore, every service which is paid for, according to wish, seems productive. 
On the other hand, the consumer ascribes productiveness to all those kinds 
of labor the achievements of which he may use, and which he can obtain at 
a convenient price. Whenever, therefore, he pays for a service voluntarily, 
he acknowledges its productiveness. Lastly, from a national-economical 
point of view, all labor is considered productive which increases the quan- 
tity of goods exposed for sale in the market; and this, personal services do. 
The technic productiveness, which depends on the execution of the technic 
ideas floating before the mind of the workman, must be distinguished from this 
economic productiveness. It is possible that, technically labor may be very 
productive, and yet cause economic loss; for instance, the fine arts and the 
so-called master pieces of the trades! See Seneca^ De Benef., II, 33. //. 
(33) furnishes a very good refutation of the doctrine that a great deal <le{>cndb 
on whether the labor has been paid from capital or from income. Etsr/rny 
Volkswirthschaft (1843), 27 ff., remarks, that the laborer, for instince, who 
grows com, must besides look after his health and the preservation of his 
house; this is a part of his necessary aggregate labor. Why, then, should 
it be called, unproductive when such secondary labor is performed by particu- 
lar persons.* Otherwise the farmer would have no time whatever for his 
principal business! Edinburg Review, 1804, IV, 343 flf.; WaktfuU^ An 
Essay upon Political Economy, 1S04, who is concerned mainly with the 
theory of the productiveness of labor. L. Lauderdale says, that when the 
nation^s wealth is estimated according to its value in use, all useful labor is 
productive; and that when estimated according to its value in exchange, all 
labor that is paid is productive. (Inquiry, ch. 3.) Stein (Lehrbuch, 68; 
Tub. Zeitschr., 1868, 230) conditions the notion of productiveness by the 
presence of a superfluity of values. But, it may be asked, does a family, 
Avhich does no more than support itself, labor unprotluctively ? (Compare, 
however, g 30.) y, S. Mill took a surprisingly retrograde step in the doc- 
trine on this point, in his Principles, I, ch. 3. Compare his Essays on some 
Vol. I.— 12 
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SECTION LII. 

IDEA OF PRODUCTIVENESS. 

It should never be lost sight of, that the public economy of 
a people should be considered an organism, which, when its 
gro\\'th is healthy, always develops more varied organs, but 
always in a due proportion, which are not only carried by the 
body, but also in turn serve to carry it. The aggregate of 
the wants of the entire public economy etc., is satisfied by the 
aggregate activity of the people. Every individual who em- 
ploys his lands, labor or capital for the whole, receives his 
share of the aggregate produce, whether he contributed or 
not to the creation of the kind of produce in which he is paid. 
Thus, in a pin-manufactory, the workman who is occupied 
solely in making the heads of pins is not paid in pins or pin- 
heads, but in a part of the aggregate result of the manufac- 
ture, in money. Every department of business, therefore, 
for the achievements of which there is a rational demand, and 
which are remunerated in proportion to their deserts, has 
labored productively. It is unproductive only when no one 
will need what it has brought forth, or when no one will pay 
for it ; but, in this case, what is true of the writer without 
readers — that he is unproductive — and of the singer with- 
out hearers, is equally true of the peasant whose com rots in 
his« granary, because he can find no sale for it.^ 

unsettled Questions of Political Economy, No. 3. A still more surprising 
v^xA^grration in de AugustiMts Instituzzioni di Economia sociale (Napolii 837), 
w hi» ^oes so far as to call a person guilty of arson a productive person be- 
v%4Vi»c he has produced for himself "the pleasure of destruction ** ! More 
twoutly, t%>n MangMt distinguishes between economic labor and the labor 
vi vulture: the latter is incorporated into the man himself, the former one 
V uipK^Mxl on the external world, in order to transform it in a way corres- 
^Huuliuk; to human wants. Viewed from the stand-point of Political Econ« 
tuu\ , ilu- latter only is productive. (Volkswirthschaftslehre, 1865, 26 ff.) 

» W'l* nn>;ht, indeed, compare original production, that which preceded all 
i*thci , tu eating ; the trades, to digestion ; commerce, to the movements of the 
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SECTION LIII. 

THE SAME SUBJECT CONTINUED. 

In this matter, again, there is an important difference to be 
observed between private or individual economy and econ- 
omy in its widest sense, in the sense of a world-economy. The 
productiveness of labor is estimated in the case of the for- 
mer, according to the value in exchange of its result; in the 
case of the latter, according to its value in use. There is a 
great number of employments which are very remunerative 
to private individuals, but which are entirely unproductive, 
and even injurious, so far as mankind is concerned; for the 
reason that they take from others as much as, or even more 
than they procure to those engaged in them. Here belong, 
besides formal crimes against property, games of chance,^ 
usurious speculations (§113) and measures taken to entice cus- 
tomers away from other competitors. Again, scientific ex- 
periments, means of communication etc., may be entirely im- 
productive in the individual economy of the undertaker, and 
yet be of more profit to mankind in general, than they have 

»everal members of the body; personal services to inspiration, and yd 
aU arc equally necessary to the life of the body I Thus, Gamilk com- 
pares agriculture to the root of a tree of which the service rendered by 
the state is the top. The growth of the latter contributes, as well as 
that of the former, to the nutrition of the whole, and is far removed 
from exhausting the tree. Theorie de 1' E. P., II, 46 ff. *^ Natural pro- 
duction" would, indeed, accomplish very little without the legal protec- 
tion guarantied by the state, or without the tools furnished by industry 
etc. But it is, besides, in most instances, a distortion of the truth to 
speak ot productive and unproductive men or classes of men. These 
expressions are proper only when applied to individual kinds of 
labor. See Murhard, Ideen über Nat CEk., 88 fi*. Persons seriously ill 
are temporarily unproductive, and children who die early, are unproductive 
for their whole life. 

^ Not, however, in the case in which the loser estimates the pleasure of Uie 
play higher than the loss. 
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cost the former.^ In this respect the nation's economy holds 
a middle place between individual economy and the world's 
economy.^ Strictly speaking, only those employments should 
be called productive which increase the world's resources. 
Hence, the work of government should be called so, only in 
so far as its expenses are covered by the taxes paid willingly 
by the more reasonable portion of the citizens; and also only 
in so far as its work is really necessary to the attainment of 
its end/ The productiveness of an employment supposes, 
also, that it is not carried on at the cost of other employments 
which it is more difficult to do without. In a healthv nation 
we may, in this matter, rely, to a certain extent, on the judg- 
ment of public opinion, which knows how to appreciate, at 
their just value, professional gamblers, pettifoggers and the 
luxury of soldiers. The greater, freer and more cultivated a 
nation is, the more probable is it that the productiveness of 
private economy is also national-economical productiveness, 
and that national-economical productiveness is world-econom- 
ical productiveness.* 

SECTION LIV. 

IMPORTANXE OF A DUE PROPORTION IN THE DIFFERENT 

BRANCHES OF PRODUCTIVENESS. 

Much always depends on the due proportion of the difTer- 
ent branches of productiveness to one another. Thus, Spain, 
for instance, has remained poor under the most advantageous 

• y. B, Say, Traits, I. ch. i. 

•v. Cancrin, CEkonomie der menschlichen Gesellschaften, 1845, 10, speaks, 
in this case, of privative production. Among the Socialists, Bazarifs ex- 
pression V exploitation de Vhoinmc par Vhomnie^ has found loud echo; instead 
of wliich only V exploitation du globe par Vhomme should be allowed to obtain. 
(Exposiition de la Doctrine de St. Simon, 24.) But von Schröder had already 
warned the world ot '* imagined food " which led only to idleness. (F. Schatz- 
und Rentkammer, 191, 363.) 

^ Therefore, there should not be too many nor too highly salaried offices. 
See Storch^ Nationaleinkommen, 33 fT. 

^ See V, Mangoldt^ Volkswirthschaflslehre, 29 fil 
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circumstances in the world,' because it allowed a dispropor- 
tionate preponderance of personal services. The character of 
the Spanish people has always given them a leaning towards 
aristocratic pride and economic idleness. Tradesmen, in that 
country, sought, as a rule, to amass merely enough to enable 
them to live on the interest of their capital; after which they, 
by way of preference, removed it into some other province, 
where they might be considered as among the nobility; or 
they withdrew into a monasterJ^ Even in 1781, the Madrid 
Academy thought it incumbent on it to propose a prize for the 
best essay in support of the thesis: " The useful trades in no 
way detract from personal honor." ^ During the century in 
which the country was in its greatest glory, the whole people 
were bent on being to all Europe what nobles, officers and offi- 
cials are to a single nation. " Whoever wishes to make his 
fortune," said Cervantes, " let him seek the church, the sea (i. e., 
go as an adventurer to America) or the king's palace." Un- 
der Philip III., there were in Spain nine hundred and eighty- 
eight nunneries, and thirty-two thousand mendicant friars. 
The number of monasteries trebled between 1574 and 1624, 
and the number of monks increased in a yet greater ratio. A 
great many of its manufactories, much of its commerce, and not 
a few of its most important farms were controlled by foreign- 
ers, especially by Italians. There were, it seems, in 1610, one 
himdred and sixty thousand foreign tradesmen living in Cas- 
tile. In 1787, there were still 188,625 priests, monks, nuns, 
etc.; 280,092 servants; 480,589 nobles; 964,571 day labor- 
ers; 987,187 peasants; 310,739 mechanics and manufacturers; 
^^^^— ■^'^-^^— ^^^^^^— ^~^— f»-^^— ^-— ■ ■ 

* Remmnmiy and not become^ poor, as is generally supposed; for tlio enorm- 
ous wealth of Spain, under Ferdinand and Isabella, as well as during the 
early period of Charles V. is only sl fable convcnue. Charles V. said : France 
has a superabundance of everything, and Spain is in want of everything. 
See also the embassy report of Nainigrro (1526), Viaggio fatto in Spagna e 
in Francia (Venet, 1563), and Ranke, Fürsten und Völker, I, 393 ff. 

*The prize was won by Arret a de Montescguro. The author of the history 
of Portuguese Asia, translated by Stevens, is of opinion (III, ch. 6), that 
commerce is not a proper subject for serious history to treat. 
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34,339 merchants.* As a counterpart to this, the United States 
had, in 1840, about 77.5 per cent, of its population engaged 
in agriculture, 16.8 in manufactures and mining, 4.2 in ship- 
ping and commerce, 1.3 in the learned professions.* 

'There is a very fine description of this spirit in Clcnardy Epist I. ad Lat- 
omum (1535 ff.) Compare ycvellanos^ in Labor de^ Itinöraire d^scnptif, IV, 
176. Townsend^ Journey through Spain, II, 207, 117. Buckle^ History of 
Civilization, II, ch. I. The census of 1788 gave the number of priests and 
monks, soldiers, mariners, nobles, lawyers, tax-gatherers, authors, students 
and domestics, at 1,221,000, in a total of 3,800,000 men; from which number 
there was a multitude of beggars, vagrants etc. to be deducted. Laborde^ 
Itindraire, II, 32 ff. The seventeen universities and the numberless small 
Latin schools, with their gratuitous instruction, and their many scholarships, 
misled a disproportionately large number to engage in study. At the begin- 
ning of this century, there were at least 200,000 priests, nuns (Geistliche)^ 
etc., in a population of from three to tliree and a half millions only. (Ebc' 
ling^ Erdbeschreibung von Portugal, 66.) Senior shows that the poverty of 
the Osman is caused by too many state employees, tax-farmers and retail 
merchants. (Journal kept in Turkey and Greece, 1857-58.) Thus, also, 
y. Tucker^ Four Tracts, 1774, 18, contrasts men engaged in industry with 
rich idlers, whose increase^ possibly by immigration, would make the people 
a nation of "gentlemen and ladies, footmen, grooms, laundresses etc." 
Schmitt Jiener^ N. CEk., 656, calls a condition such as that of Spain, " national- 
economical phthisis." 

* Tucker^ Progress of the U. S., 137. The following data also will serve for 
a comparison: In Belgium, in 1856, it was estimated that, leaving persons 
sans prof ession out of consideration, 45.6 per cent were agriculturists, 37.2 in- 
dustrials, 6.7 in commerce, 2.8 in the liberal professions, i.^ force publique, 2.1 
fropriitaires^ rentiers, pensionnis, ^.*^ domesticity. In Prussia, in 1871, of the 
entire n>ale population, 28.6 per cent were engaged in agriculture, forest-cul- 
ture, hunting and fishing : 32.3 per cent* in mining, industry, building, and in 
founderies: 8.56 in trade and commerce; 20.3 in personal services and handi- 
work not belonging to any of the groups above mentioned ; 2.3 in the army 
and navy; 3.7 in other callings; 2.7 wer^ renters, pensioners, and persons who 
lived by selling or renting houses, reserving lodgings for themselves there- 
in, and persons who gave no account of their calling. (Preuss. statisc. 
Zeitschr., 1875, 32. ff.) It is, however, surprising that EngeVs Amtl. Jahrbuch, 
III, 1867, gives only 48 percent, as belonging to the first category, and 25 to 
the second. In the kingdom of Saxony in 186 1, 25.1 per cent, of the population 
were agriculturists and foresters; 56.1 were engaged in industry; 7.7 in trade 
and commerce; 6.8 in art, science, the service of the state and of private per- 
sons; while 4.1 percent were without any particular calling, or returned none. 
Bavaria, in 1852, had 67.9 per cent, of its population engaged in agriculture. 
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We might be tempted, in view of this contrast, to return 
once more to the unproductiveness of personal services. It is 
not, however, the direction given to the forces of production, 
but the squandering of them, that is injurious. When the 
Magj^ar, through mere vanity, drives a yoke of from four 
to six horses where two are enough; or when, as in 1831, 
Irish agriculture employed 1,131,715 workmen to produce a 
value of thirty-six million pounds sterling, while that of Great 
Britain ' produced one himdred and fifty millions a year, and 
employed only 1,055,982 workmen, these causes are as sure to 
impoverish the country, as the waste of the Spaniards in sup- 
porting such an army of clergy and servants. Of course, the 
temptation to waste wealth on parks is greater than to waste 
it in vegetable gardens! The probability that a man will ruin 
himself by keeping too many servants is greater than that he 



23.7 in the trades and in manufactures ; 5.5 per cent, persons living on the 
interest of their money, and by performing the higher class of personal ser- 
vices; 1.9 in the army ; and 2 per cent, of listed poor. In Henna» n^ Beitrüge 
zur Statistik des Königreichs Bayern. In France, according to the official 

reports, there were: 

185 I 1866 

AgricuUeurs 6146 per cent. 5149 per cent. 

Industrtels et commerfants 25.95 " 32-78 " 

Professions Ubirales 9.73 ** 9.48 " 

To which it must be added, that, in 1851, there were 2.86 sans profession ou 
dont les professions rCont fu 6tre constaUes; and that, in 1866, on the other 
hand, there were 2.87 per cent, in professions se raiiachant ä. V agriculture^ in- 
dustrie et commerce. (Legoyt.) In England and Wales, leaving the domestic 
class out of consideration (women without an independent means of employ- 
ment, school children, servant girls etc.), and also the "indefinite class," 
there were, in 1861, 25.3 per cent, of the population engaged in agricultural 
pursuits ; 60.7 in industrial ; 7.8 in commercial ; and 6.06 in professional pur- 
suits. In Italy, omitting housewives, children and infirm persons, there 
were, in 1862, 574 per cent of the population engaged in agriculture; 22.9 
in industrial pursuits; 4 in commerce; and 3.9 per cent in the army and in 
the liberal professions. (Annali univ. di Statistica, Febbr., 1866.) On Hol- 
land, in the middle of the 17th century, see J. de Wit^ M^moires, 34 seq. 

* Csaplovics^ Gemälde von Ungarn II, i. Torrens^ The Budget: On com- 
mercial and colonial Policy, 106 ff. 
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labor of undeveloped nations, and industry of highly developed 
nations.^ '^ 

* This was recognized very early by Gregor. Tolsan^ 1. c. Ad. Müller, Ele- 
mente, II, 255. Storch^ Handbuch, II, 229 ff. ( Schleier machcry Christ Sitte, 
f/*8.; A. Smithy \V. of N., II, eh. 5, ascribed greater productiveness to agri- 
cultural than to industrial lal)or; in the former case, not only human labor 
was put in operation, but the forces of nature were compelled to cooperate 
with them. Similarly, Malihus, Additions (1817) to the Essay on the Princi- 
ple of Population, B. Ill, ch. 8-12. Principles of P. E., 217 ff. Both thus 
explain the rent. of land, and so far as products, which have only value in 
exchange are concerned, they arc right. Hence it is all the more surpris- 
ing that Carey, the zealous advocate of a protective tariff and opponent ot 
rent, comes back in this to Adam Smith. Principles of Social. Science, 1858, 
II, 35, and passim. Compare also y. B.Say, Traits, II, ch. 8; Sismondi, N. 
P., II, ch. 5. For the best refutition of this view, see Ricardo, Principles, ch. 
2» 3. Does not all labor put the force of nature in operation? Ad opera 
nihil aliud fotest homo^ quam ut corpora naturalia admoveat, reliqua natura in- 
tus transigit. (Bacon.) Similarly, Frrri, Meditazioni, III, 1. An expression 
escapes even Ricardo himself (ch. 7), to the effect, that capitalists arc the 
producing class. 

* Relying on very superficial statistics of England and France, Ganilh ad- 
vocates a theory of the productive forces of the several branches of economy 
the very reverse o^ Adam Sfnith^s. He places foreign trade first; then follow 
wholesale trade, industry and agriculture. (Th^^rie, I, 240 seq.) 
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CHAPTER III. 



THE •ORGANIZATION OF LABOR. 



SECTION LVL 



DEVELOPMENT OF THE DIVISION OF LABOR. 

The larger a tree grows to be, the more boughs and 
branches does it put forth. The more perfect any species of 
animal is, the more does it stand in need of a special organ for 
each special purpose. And thus the division of labor has de- 
veloped and kept pace with the development of human society. 
While Crusoe was obliged to provide for all his wants by his 
own labor, we find that in the wildest Indian family the male is 
employed in war, the chase, in fishing, in the manufacture of 
arms and boats, and in the transportation of the latter during 
long marches ; the female, on the other hand, in the prepara- 
tion of food, in the hewing of wood, the curing of skins, the 
sewing of clothes, in the building and preservation of the wig- 
wam, the care of children, and the carriage of baggage when 
on the march.^ These occupations, at first entirely domestic, 

' Ausland, 1846, No. 54. Expressions still used in Europe, such as Sfin- 
delmagen (spindle-relation), Kunkellehcn (apron-string-hold) etc., for instance, 
suggest this most ancient and purely family division of labor. The lower 
classes of the population, even in the most civilized countries, are wont to 
preserve some of the peculiar customs of very primitive times. Hence it is 
that among proletarians, the division of labor between males and females is 
still very small. The employments usual at different stages of life among 
men, and the costumes worn by them are much more uniform than among 
the higher classes. See Richly Die Familie, 1855, passim. 
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became, by degrees, separate industries, which are constantly 
subject to further subdivision.' 

SECTION LVIL 

DEVELOPMENT OF THE DIVISION OF LABOR.— ITS EXTENT 

AT DIFFERENT PERIODS. 

In the middle age of a people, the division of labor is not 
carried to any great extent. The courtiers of King Frotho 
in. advised him to marry, " since otherwise his majesty's rag- 
ged linen would never be mended." Saint Dunstan, although 
he occupied a high position in politics and in the Church, was 
an excellent blacksmith, bell-founder and designer of ladies' 
robes. Chriemhild in the Nibelungenlied was an industri- 
ous and skillful milliner. In the corresponding period of Gre- 
cian and Roman history, we find Penelope and Lucretia at 
the loom, Nausicaa, a laundress, the daughter of the king o£ 
the Lestrigons, fetching water from the spring, Odysseus, a 
carpenter, a queen of Macedonia as a cook, and finally the 
distaff of Tanaquil.^ In the highland^ of Scotland, in 1797, 
there were a great many peasants all of whose clothing was 
home-made, with the exception of their caps; nothing coming 
from abroad except the tailor, his needles and iron tools gen- 
erally. But the peasant himself was the weaver, fuller, dyer, 
tanner, shoemaker etc. of his own family:' every man jack of 
aU trades.* 

* As Dankwardt shows, the/«5 civiU of the earliest Roman time is based on 
the condition of isolated labor, the XdXer jus gentium^ on tlie division of labor. 
N. CEk. und Jurisprudenz, 1857, Heft. I. 

* Saxo Gramm,y Hist Dan. V, loi. Turner^ Hist of the A. Saxons B. 
VII, ch. II. Nibel., 351 ff. There is a French proverb: du temps que la reine 
Berthe ßlmt. Queen Bertha was a mythic daughter of Charlemagne. It 
may be that the character meant is tlie old German spinning gooddess 
Berchta. Concerning the daughter of Otto the Great, see Dithmary Merseb. 
II. Homer, Od. V, 31 ff.; X, 106; XXIII, 189 ff. Herodot., VIII, 137. Uvy^ 

1,57- 
» Eden, State of the Poor I, 558 ff In the interior of Peru, the priest is 
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In present England, on the other hand, the manufacture of 
watches is divided into one hundred and two branches which 
have tobe specially learned; only the so-called "watch-finisher" 
carries on other branches besides. In Wolverhampton, it may 
happen that a man, employed in the manufacture of keys, 
may not be able to make a whole key after an apprenticeship 
of ten years, for the reason that during all that time he may 
have been engaged only in filing.* In English agriculture 
there are, according to German notions, very few complete 
wholes. A well-marked distinction exists there between the 
cultivators of com and breeders of cattle; and the latter 
are again divided into breeders of young cattle, into fat- 
teners of cattle etc. Its industries are, in large part, sepa- 
rated into provinces. Thus, linen manufactures are confined 
almost exclusively to Leeds and Dundee, woolen manu- 
factures, to Leeds,' cotton manufactures, to Manchester, 

also usually a shop-keeper (Pöppig^ Reise, II, 365); in Canada, as in man^r of 
the villages of the Alps which are not often visited, a hotel keeper. In coun- 
tries with an unadvanced civilization, the little division of labor that exists 
is also very awkwardly regulated. Thus in Russia, weak children are very 
frequently put to work on farms, while powerful men are found in the city 
offering all kinds of eatables and the pictures of saints for sale. (S/orcJk^ 
Gemälde des russischen Reichs II, 364. t». Haxtkauseu^ Studien I, 335.) 

^ BabtHigCy Economy of Machinery, 1833, 201. L. Faucher^ Angleterrc II, 
Ch. " la Ville des Scrruriers^^ The industrial statistics of Paris, furnished by 
H. Say in 1847 and 1848, show that in that city alone there are 325 different 
branches of indusdy, 17 of which are concerned with the production of food; 
21 with building; 32 with the manufacture of furniture; 21 "with that of 
clothing; 36 with that of thread and tissues; 7 with skins and leathers; 14 
with vehicles, saddlery, and military equipment; 33 "w-ith chemicals and 
pottery; 33 with working in metal, glass etc.; 35 in that of the precious 
metals and jewels; 27 with printing, engraving and paper; 15 with that 
of wooden -ware and wicker- ware; 34 with articles de Paris. Journal des 
Econoniistes, Jan v., 1853, 107. According to the industrial almanac of 
Birmingham, there are in that city manufacturers of buttons in gold, silver, 
metal, mother-of-pearl etc; manufacturers of hammers, ink-stands, coffin- 
nails, dog-collars, tooth -picks, stirrups, fish-hooks, spurs, pack-needles etc. 

^ And so with the subdivisions. Flannel is manufactured almost exclu- 
sively in Halifax, woolen blankets between Leeds and Huddersfield etc. 

»The same division of labor was developed among the Dutch in the 17th 
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and Glagow, pottery to Stafford, coarse iron to South Wales, 
hardwares to Birmingham, cutlery to Sheffield. And so in 
the different quarters of the city. Thus, in large towns, the 
banks, stores, offices etc., are found in one portion, with 
scarcely any intervening dwelling houses. 

On the division of labor depends all differences of estate 
and class, and all human culture. It cannot be claimed that a 
division of labor does not exist among animals;« but those ani- 
mals among w- hich something analogous to a division of labor 
among men exists, are raised far above all others by their hu- 
man-like economy and the relative importance of their achieve- 
mentsJ 

SECTION LVIII. 

ADVANTAGES OF THE DIVISION OF LABOR. 

The advantages of all suitable division of labor, consequent 
upon the natural differences of himian faculties and disposi- 
tions, are the following: 

century, and excited then the wonder of the English. See Sir ly. Temfle^ 
Observations upon the U. Provinces, 1672, ch. 3. Works, I, 128, 143. In 
1615, Montckritien held up the Flemish as a model to the French, in this re- 
spect 

•On the bees, see Virgil^ Georg. IV, 158. 

' The principle of the division of labor was known to the ancients : Xcno- 
fkon, Cyri Discipl., VIII, 2, 5. Plato, de Rep., II, 369, III, 394, IV, 443; 
Isocrat^ Busir., 8. Artstot., Polit, 11,8, 8. Among the more modern writers, 
compare Thomas Aguin., De Reg. pr., I, 1, II, 3. Luther (Works by Walch, 
I, 388), in his Commentary on Genesis, 3, 19. Petty, Several Essays, 16S2, 
p. 113. Considerations upon the East India Trade, London, 1701. Roschcr, 
Geschichte der englischen Volkswirthschaflslehre, 118. MamlevHh\ The 
Fable of the Bees, enlarged edition of 1723, p. 411. Berkeley, Querist, 1735, 
No. 415, 430, 520 ff., 586: "What is everybody's business is nobody's." 
Harris, on Money and Coins (1757), I» 16. y. y. Rousseau, Emile (1762), L. 
III. Turgoty Sur la Formation et la Distribution des Richesses, § 3, p. 50, 
62, 66. Diderot, Encyclopedic de TArt, s. v. Art. J. Tucker, Four Tracts 
(1774), p. 35 fF. Doocaria, Economia pubblica, I, 1, 9. But the author to 
whom we owe most on this score is undoubtedly Adam Smith. To him we 
are indebted almost entirely for our knowledge of the natural laws developed 

>a § 59 seq- 
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A. The greater skill of tfie workman. Even physicaUy, 
many capacities are, by an indefinite number of repetitions of 
the same operation, enhanced to an extraordinary degree; 
which, however, renders the performance of other operations 
more difficult. Thus, the man who has developed his mus- 
cles and hardened his hands working in a smithy, renders 
himself incapable of becoming a violin-player or an operating 
oculist.^ Here belongs especially the possibility of turning 
every kind of labor-power to greatest accoimt Even chil- 
dren^ and old men may be made, in this way, to play a part 
in the production of goods. It becomes practicable, too, to 
relieve men endowed with superior faculties from common 
labor, and allow them to devote themselves exclusively to the 
development of the peculiar powers with which nature has 
gifted them.* 

B. A great saving of time and trouble. The simpler the 
operation performed by a single workman, the more easily 
is it learned; the smaller is the price paid for apprenticeship, 
which depends on this, at least, that beginners perform poorer 
work and are paid more poorly. " The shortest way to the 

> According to Adam Smith, a nailer can make 2,300 nails (Rau says 3,000 
8hoeniaker*8 tacks in the Odenwalde) per day ; a smith who is only occas- 
ionally employed in the manufacture, from 800 to 1,000; and smiths who 
never made nails before, from 200 to 30a A clever filer makes 200 strokes 
in a minute; a skilled comb-maker can make in a day from 60 to 70 combs 
of such fineness that there are from 40 to 48 teeth to the inch in them ; eight 
Liege brick-makers, working together, produce 4,800 bricks per day; children 
employed in a needle manufactory, in making the eyes of needles, grow so 
skillful at it that they can make a small hole in the finest hair and draw an- 
otlier hair through it. /?atf, Lehrbuch I, § 115. The old proverb, "practice 
makes perfect," is followed even by thieves in their great division of labor. 
See Tkiele, Die jüdischen Gauner I, 87. Fregier^ Des Classes Dangdreuses. 

• Children, with their thinner fingers, can point t¥rice as many needles in 
the same time as a grown person. 

• The manufacture of English needles demands, on the part of workmen, 
degrees of skill so different that their pay varies from 6 pence to 20 shillings 
per day. If the most skillful workman were to manufacture whole needles 
alone, he would partly be obliged to be satisfied with one-fortieth of what he 
might otherwise receive. Babbage, loc. cit 
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end is most easily found when the end itself is near, and can 
be kept continually in view." (y. B. Say.) Where the same 
workman combines different operations, a great deal of time 
18 lost in changing tools etc. Besides, it always takes some 
time for a workman to get rightly under way of his work. 
The person who changes thus frequently becomes more easily 
indolent. Lastly, there is a great number of operations which 
demand the same aggregate amount of effort, no matter what 
the nimiber of objects on which they are performed. It iö 
thus, for instance, with shepherds, mail-carriers etc.* The 
post carries a thousand letters with almost as much ease as 
one; and the entire life of a wholesale dealer would scarcely 
suffice to carry all the letters which he mails in a single day, 
to their place of destination. During the middle ages, every 
man was obliged to watch over his own personal safety and 
the maintenance of his own rights; while in 1850, in Great 
Britain, twenty-one million people are protected in their per- 
sons and property, in an infinitely more effectual manner, and 
at less cost, by fifteen thousand soldiers, and by a much smaller 
number of policemen, whose place it is to preserve public 
order. {Senior^ Something similar takes place among mer- 
chants, and it may be admitted as correct in principle, that 
every new intermediary, freely recognized by both sides in 
commerce,' makes labor better or less expensive. 

C. As the land of a country is, in a sense, the natural ex- 
tension of the national body, the intentatiotial division of labor 
afibrds an indirect means, but frequently an indispensable one, 
of procuring the products of foreign countries and climates.® 
If the English people wished to obtain themselves, and with- 
out having recourse to any intermediary, the quantity of tea 
^^^■^^~~"~^~^^^~~^^^— ^■^^^^— ^^^^■^^"^^"^^——■" ^^'^^~ ^^^^— ^^— ^^^^^-^^i^^.^^^^— ^i^^i^^i^ 

* In the case of machines and in the chemical branches of industry, the 
labor increases in a much smaller ratio than the material used in production. 

* In opposition to monopolies, and to practical constraint which has its 
source in ignorance etc. 

* Hence Tarrtns calls foreign trade the " territorial division of labour." 
(Essay on the Production of Wealth (1821), 155 ff.) 
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which they annually consume, it is possible that its whole agri- 
cultural population would not suffice to procure it; while, at 
present, it is obtained by the labor of forty-five thousand in- 
dustrial workmen. (Satior,) Moreover, the division of labor 
increases not only the aptitude of the workman but also his 
incentive to productive labor, since it guaranties to every one 
the certainty of being able, by means of exchange, to enjoy 
the productions of every other person.'' 



SECTION LIX. 

CONDITIONS OF THE DIVISION OF LABOR. 

It is by its division, that labor, considered as a factor of pro- 
duction, is raised to the highest degree of efficiency. Its re- 
sults in any given industry are, therefore, more important in 
proportion as the element labor predominates in it. Hence, 
these results are much smaller, in agriculture, for instance, than 
in the trades, or in personal services.* The most expert sower or 
harvester cannot be employed the whole year through in sow- 
ing or harvesting. Some kind of rotation of crops, some kind of 
combination of tillage and stock-raising is necessary to every 
agriculturist. On this depends the importance of the technic 
secondary industries of agriculture, which are, in principle, 

' See Basttat^ Harmonies, ch. i, for a very beautiful exposition of the doc- 
tHne that each man receives much more from society than he accomplishes 
on his part, for it. 

' The working together of a great number of persons is often carried on 
to the detriment of agriculture, for each then waits for all the others to 
work, throws all the blame on them etc. (Columella^ I, 9.) As many a 
housekeeper must have observed, two seamstresses or ironers accomplish, 
in a day, less than one, in two days. Of course, this rule does not apply in 
the case of work which cannot be performed by one man, under any circum- 
stances, or the magnitude of which would easily discourage him, and in 
which mutual aid is easily obtained; as in the raising of heavy loads, the 
construction of roads, dikes etc. 
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opposed to the division of labor. Hence, too, almost any per- 
son engaged in a trade, no matter of what kind, supposes a 
greater number of customers than a tiller of the land of the 
same rank. 

The more labor is divided, the greater is the amount of cap- 
ital necessary to it.* It may be even said, that all preparatory 
labor becomes capital in its relation to subsequent labor. If 
ten isolated workmen can produce ten dozen articles of any 
kind, daily, and, after the introduction of a more efficient divi- 
sion of labor, fifty dozen, the employer must provide them, in 
the latter case, not only with five times as much capital, but 
probably with fifty times as much, as then, five hundred dozen 
are making continually. 

SECTION LX. 

INFLUENCE OF THE EXTENT OF THE MARKET ON THE DI- 
VISION OF LABOR. 

But it is the extent of the market especially which deter- 
mines the limits of the division of labor; for there is a direct 
and necessary relation between the division of labor and the 
exchange of its surplus. Hence, the division of labor may be 
carried farthest in the case of those products which are most 
easily transported from place to place, and which, at the same 
lime, possess the utility that is most widely recognized. The 
smallness of the market may depend upon the scantiness of 
the population, or upon its scattered condition;^ upon their 

• Ad, Swttth^ B., II, Introd. Huf eland ^ Neue Grundlegung, I, 2 1 5. In many 
instances, a division of labor, of course, favors the saving of capital. If every 
"vrorkman needed all the tools necessary to the work in which he participates, 
three-fourths of them would have to lie idle at present J. Rae^ New Prin- 
ciples on the Subject of Political Economy, 164. 

• V. MangMi^ Volkswirthschaflslehre, 2 1 1 ff, 

' This necessity is observable, although in a peculiar form, even where 
-what has been called the " despotic organization of labor " prevails, instead 
of fireedom. 

Vol. I.— 13 
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smaller ability to pay, or upon the bad means of communication 
at their disposal.* Hence it is, that in villages, small cities, and 
still more on isolated farms, many branches of business are 
carried on by one person, which are divided among many in 
larger cities; and this is especially true in the case of businesses 
which have a chiefly local demand.' While, in small places, 
the barber is also frequently the physician, in larger ones there 
are dentists, oculists, accoucheurs, surgeons etc.*; and while, in 
the former, the tavern keeper is both dry goods merchant and 
grocer, there are, in the latter, tea merchants, cigar-dealers, 
dealers in moiuiiing goods (in London childbed-linen ware- 
houses) etc., and hotels for all the diflerent classes of travelers. 
There can be a distinct class of porters, hack-men etc, only 
where commerce is vpry active.' And even in cities like Paris, 
where the costly industries that minister to luxiuy, that of the 
jeweler, for instance, admit of only a limited division of labor, 
this effect depends on the smallness of the market; a market, in- 

* In the highlands of Scotland, in Adam Smith's time, there were no smiths 
who manufactured nails only ; for the reason that no smith had a market for 
more than i,ooo nails a year, that is not for so many as might be manufac- 
tured in a single day. 

* It is of course very different when there is question of a foreign market, 
even if it be only indirectly. Thus, for instance, there are in the Hartz 
moimtains, persons who are simply post-makers, trough-makers, chess- wood- 
makers, block-hewers, shingle-makers etc. 

* Too much should not be inferred from the existence among the Egyptians 
of physicians, specialists for the several members of the body. Herodot.^ II, 
S4. Something analagous is to be found even among barbarous nations ; but 
it is accounted for entirely by the superstition of the people. See Klemm^ 
Kulturgeschichte, I, 266. 

* In the whole of Hesse, there were under Philip the Magnanimous, only 
two apothecaries, one at Cassel and one at Marburg. Ronimd^ Gesch. v. 
Hessen, IV, p. 419, note. And there were no bakers among the Romans 
before the time of the war with Perseus. All the bread needed by the family 
was baked by the wife or by female domestics. PUn.^ H. N. XVIII, 28. The 
common oven in new towns marks the period of transition. Even yet, in 
the central part of France, there are localities where each family bakes its 
own bread for a whole month in advance ; and, in the Alpine departments for 
even a year in advance. J/. Chevalier^ Cours 11, 366. 
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deed, which geographically may extend over the whole earth, 
but which, in an economic sense, must always remain small, 
on accoimt of the small nimiber of customers who have the 
ability to pay for their products. The real wonders produced 
by the division of labor and the employment of machinery we 
must look for in the manufacture of the cheapest and com- 
monest commodities.' 



SECTION LXL 

THE DIVISION OF LABOR— MEANS OF INCREASING IT. 

Whoever, therefore, would increase the division of labor 
among the people, must, first of all, extend their market; and 
this is done most efficiently by improving the means of com- 
munication. Even in our day, it is over the water-high- 
roads that the heaviest articles are carrried with the least 
expenditure of force ;^ but where civilization is not ad- 
vanced, these highroads possess still greater advantages, be- 
cause of their safety, convenience and priority. And here is 
the explanation of the intimate connection of the beginnings of 
all civilizations with the existence, near the scene of such be- 
ginnings, of good natural water-roads. " Even the wildest in- 
habitant of the sea coast very soon obtains the idea of distance, 
which is altogether wanting to the inhabitant of the primeval 
forest. No sooner does he catch sight of the f ar-ofi island than 
his yearning after the distant assumes a well-defined charac- 
ter. Bits of wood floating past him suggest to his mind the 

' It is obvious from the foregoing that, in decaying nations, in which the 
market contracts and capital decreases, the division of labor also must grow 
less. 

' According to Arago^ a horse uses the same amount of force to draw 20 
cwt along an ordinary road that he does to draw 200 over a railroad track, 
or 1,200 on a canal. He could carry scarcely 2 or 3 on his back! Moniteur, 
1838, No. 1 16. It Is, however, certain that the introduction of our railroads 
has somewhat detracted from the advantages of coasts. 
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best material to buoy himself up upon the water, and a fish 
the best form for his craft." {lUanm^ Hence the Mediter- 
ranean sea, especially the eastern portion, with the vari- 
ous peoples and products of its coasts, with its numerous 
islands, peninsulas and bays, its easy navigation, but little in- 
fluenced by the tides or by ocean currents, was the principal 
seat of ancient civilization.^ The literal meaning of Attica is 
coast-land. {Strabo.) The colonization of a new countrj' is 
wont, where possible, to begin on the coast, especially on islands 
near the coast; and to follow the course of rivers into the in- 
terior. Even whole continents occupy, for the most part, in 
the history of the world, the position assigned them by their 
coast-development.' While it is hard to determine whether, 
in the case of the European continent, its limbs predominate 
or its trunk, Africa may be said to be a tnmk without mem- 
bers. Its islands, most of them insignificant in themselves, 
are almost entirely cut off* from it by ocean currents. This ex- 
plains why Madagascar had not, by any any means, the influ- 
ence on African civilization which Crete, Sicily and Britain 
have had on the civilization of Europe. Asia occupies, in this 
respect, about a middle position between Europe and Africa. 
The trunk of that continent bears to its members about the 
proportion of 670,000 to 150,000 square miles. And what is 
worst of all, the middle of the whole is an almost insurmount- 
able wall between ncrth, south, east and west Asia. Hence 
the tenacious peculiarity and isolated development of the 
Chinese, Malayan, Indian and Arabic civilizations; while the 
three peninsulas of southern Europe, for instance, have affect- 
ed one another so largely, and in so many different ways.^ 
The northern hemisphere compared with the southern, pre- 



• Compare Humboldt^ Essai politique sur Tile de Cuba, II, 205. 
^StrabOy II, 12 1 ff. In Europe, there is one mile of coast to every 31 square 

miles in the interior; in North America, to 56; in South America, 91 ; in 
Asia, 100; in Africa, 142. (Humboldt.) 

* If the original connection of the Caspian sea and the sea of Aral with 
the Frozen Ocean were still in existence, it is probable that an Asiatic Scan- 
dinavia would have been formed in consequence. 
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sents a contrast similar to that between Europe and Africa, or 
of the rich coast-groups of the Atlantic compared with the 
poor ones of the Pacific' But it is most especially, large, 
well-watered plains that are best adapted to the construction 
of roads, and thus to facilitate the division of labor. And 
while we find, in many countries, that the mountainous re- 
gions reached a certain stage of development earlier than any 
others, because they were more easily protected by military 
force, we find, too, that even here, plains, have, for the most 
part, had the largest share of power and of civilization (north- 
em Italy, northern France, the plains of Switzerland and 

* What is true of the sea in this respect may be claimed, also, though in a 
less degree, for the streams that carry the civilizing fruits of the coasts far 
into the interior. Nearly all large cities not situated on the harbors of 
coasts derive their importance from rivers; especially when they have been 
built on spots adapted by nature to the transhipment of merchandise. That 
Venice finally eclipsed Genoa is to be ascribed, in greatest part, to its control 
of an important stream, the Po. The economic importance of Holland, of 
1 lamburg and Bremen will, in the long run, bear the same relation to one 
another as the geographical importance of the valleys of the Rhine, Elbe 
and Weser. As nothing is more disastrous to a nation than the loss of its 
coast (we need only cite the efforts of the Lybian kings and, later, of Philip 
of Macedon to conquer the Greek colonies on their coasts; and in more re- 
cent times, of Russia before Peter the Great, or of the Zollverein without 
the shores of the German sea), so, also, the economic and political influ- 
ence of a stream increases as one approaches its mouth. Hence the justifi- 
cation of the great interest taken by Germany and Austria in the question 
of the Danubian principalities. The United States recognized this fact when 
they purchased Louisiana for 80,000,000 francs. Bignon^ Hist de France 
III, III seq. Readers of history are familiar with the important part played 
by the three Asiatic Mesopotamias : that betvveen the Euphrates and the 
Tigris; that between the Ganges and the Brahmapootra; that between the 
Hoang-Ho and the Yang-tse-Kiang, to which finally the Punjab might be 
added. This relation is recognized by popular consciousness, in the case of 
the Ganges, by the belief in the sacredness of the stream. No river has had 
c^o much influence on civilization as the Nile : its periodical risings have 
made the labor of agriculture extraordinarily easy ; their extent and regularity 
favored the progress of astronomy; the flooding over of the land led to 
geodesy ; the hydraulic labors necessitated by the rising of the waters pro- 
duced a school of architecture to which the river furnished an excellent 
means of transportation for the enormous masses to be moved. K, Ritter^ 
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north Germany). See § 36.^ We must not, however, fail to 
consider the reverse side of the picture of the great highways 
of the world. The same reasons that raise them to the dig- 
nity of lines of commerce, make them lines of war; and even 
the contagion of great plagues and of the ruling vices fol- 
lows, as a rule, the avenues of trade. 

SECTION LXII. 

THE REVERSE, OR DARK SIDE OF THE DIVISION OF LABOR. 

There are hardships often attending the highly developed 
division of labor, the dark and bright sides of which are most 
strikingly observable only in large cities. However, when it 
is charged with adding to the natural inequality of men, the 
accusation can be met only by the answer, that, without the 
division of labor, we should be all equally poor and equally 
coarse; for each one would be absorbed by the necessity of 
providing for his lower wants, and no one would be in a way 
to develop his higher faculties. Even the poorest man has 
more enjoyment in consequence of the division of labor, than 
he could have living in a state of isolation from his fellow men. 
The most wretched among us, the invalid without propertj^ 
of any kind, the father of a family with more children than 
he can support, would simply starve in the primeval forest. 

Erdkunde, I. p. S80 seq; VI, p. i,i6S seq. In this matter, also, America and 
Europe have the advantage over Asia and Africa, While the Danube is, 
in places, scarcely three German miles from the Rhine — which, however, 
flows in an almost opposite direction — in Asia, the eastern streams are sep- 
arated from the western, and the northern from the southern, by a strip of 
land difficult to be traveled, and about 300 German miles in extent Besides, 
the principal streams of northern Asia have their exit into the Frozen Ocean, 
a fact which diminishes their importance greatly. The source of the Mis- 
souri is only about one mile distant from the Columbia river, although the 
two flow towards opposite seas. 

* The law governing the march of civilization from the mountain to the 
plain and to coast lands was observed even by Straho^ XIII, 592, and partly 
by Plato^ De Leg., 677 ff". 
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Those socialists who never tire of preaching "association," 
overlook for the most part, the great, free association which 
our needs, wants or tastes are ever changing, and which is 
given us, as of course, by the division of labor .^ Yet the skill 
produced by the division of labor is unavoidably connected 
with a corresponding one-sidedness. The Russians, for in- 
stance, are exceedingly apt, but they rarely distinguish them- 
selves in any thing. * Love of his avocation, or pride in it, is a 
thing unknown to the Russian workman. He shirks all con- 
tinuous labor.' Experience has shown that the Neapolitans 
and Italians, in general, exhibit great skill when they work 
alone; but that when a great many of them work together, 
they become rapidly confused. The English, on the other 
hand, are slow to learn anything new, or to overcome unlooked 
for difiiculties; but they have no equals as workmen in organ- 
ized industries. * The difficulty experienced in seeking a new 
calling, where a high division of labor obtains, arises as much 
from the fact that each person here has received a more one- 
sided training, as from the necessity he is under of competing 
from the first with only consummate workers. Rousseau's 
school has laid too much stress on the tendency of higher civ- 
ilization to diminish individual independence, ^atul on saä 
creuscr un cmiot^ battre Vemiemi^ cofistruire tine cabatie^ vivre dc 
-pai^fairc cctii Hates da?is Icsforets sa7is autre guide que Ic vefit 
ct h soleil^ safis autre provision qt^un arc ct des flechcs; c^cst 

' Thus, for instance, that all the customers of a shoemaker together form a 
sJioe-association etc. Duuayer^ Libert^ du Travail, L. IV, ch. xo. 

^SiorcA^ Handbuch, III, 188 ff. The Dutch traveler, Usselinx, speaks in a 
similar way of the imitativeness and many-sidedness of the Swedes (Argo- 
nautica Gustavica, 20). Chilian servants {feones) are a good combination of 
the cook, the muleteer, builder, courier etc. Once they have passed over 
a road, they never forget it A knife stands them in stead of most tools, and 
pieces of leather in stead of nails. Pöpfig^ Reise, I, 171 fF, 

^von Haxikausen^ Studien, I, 6^ 113. In 1827, a Russian hatter got I3 
rubles for a hat, a German one 35 {ScAo/ij N. CEkonomie, 78). 

* See the report of a large manufacturer in KaJU^ England und Wales, p. 
332 »cq. 
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Mars qiion est un komme/ ' We might reply that to build a 
steamship or a palace, and to travel around the world are far 
belter. ( Dumryer.) Even physically, civilized man is supe- 
rior to the savage, as might be inferred from the greater 
average duration of life of the former. Of course, extremes 
:5hüuld not be compared, nor should we contrast the frame of 
a weaver or student with that of a savage chieL * 

In a similar way, the one-sidedness of the international 
division of labor may be pregnant with great danger to na- 
tioual independence. 

SECTION LXin. 

DARK SIDE OF THE DIVISION OF LABOR.— ITS GAIN AND 

LOSS. 

\Vhcrv> indeed, the one-sidedness produced by the division 
of labor goes so far as to cause the degeneration ^ of the work- 
man's |X'rson;ility, the human loss of the nation is greater than 

' UuiHitt, Ui>toirc des Indes (1780), L. XV. And so Rousseau^ Discours 
xiu r luciialiic (1 754), who also declaims against all kinds of capital; were 
liK'ic »u» LukUi's nuMi would climb better; and throw a stone better if they 
'kuI jk» Nlu>i;N. There is certainly a misunderstood truth in this saying. It 
jx .ixxuivvll,\ Ner\ s;ilutar_v, in the actual state of society, in which t\QTy one's 
Sav\UK-!«x I'» iianN;u'ted for him by some one else, that a time should occasion- 
.k\\\ v\»mc \\lui\ no one can take our place, and a man can only call upon 
haiixvii And herein lies the immense value which just war, when not much 
»svsK»i»jivxl. I'ut which is brought to a happy termination, sometimes has upon 
liw hi\' vu a |H'\>ple. 

" Uw Aniei www savages arc, on an average, weaker than the whites. In a 
u\L !*^»U llxo Keutuekians and Virginians showed themselves far superior to 
i.iv l»Jun*. See T.nivrencc, Lectures, 403, suftra, § 40. 

b;^ .* \\iN unprejudiced estimate of the dark and bright sides of the di- 
\«».x».i oi l.iKu, even before Adam Smith's time, see /^rr^«30ü, History of 
VI V >^ v! >*'^ »* ^^* (»7^»7). I^'» ^» '^'» 3 ^' ^^^° Gart«, Versuche, III, 41. Ad<un 
A^.:.| w»** not l»lind to the dark side of the division of labor, which, in part, 
ti^ \sv^»M ieMu»\e by iH>pular instruction at the expense of the state, and by a 
ssN s»s^ Ol vv»mpulM>ry education. W. of N., V, ch. i, 3, art 2. One of the 
^;u>i VN> uluiilio» of J. Moser* s Political Economy is his great opposition to 
^l U»4,No Oe\vU»iHxi division of labor. Patr. Ph^ I, 2, 21, III, 3a, 34. 
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the material gain purchased by it. Thils the occupation of 
polishing metals or gilding, when continued for a long time 
without interruption, invariably ruins the health. What must 
be the aspect of the soul of a workman who, for forty years has 
done nothing but watch the moment when silver has reached 
the degree of fusion which precedes vaporization! who is 
blind to all else, but receives a good fat salary for his services.' 
Schleiermacher rightly declared all human action which is 
piu*ely mechanical, through which man becomes a living tool 
(slave!) immoral. When the division of labor has reached 
this point, machines should take the place of men. The mor- 
ality of a profession may be measured by the degree in which 
it corresponds with the imiversal calling of the race.^ It is 
not, therefore, a piece of inconsistency but rather a deeply felt 
want, when, where civilization is at its highest, so many de- 
mands are made that the division of labor should take a ret- 
rograde path. The practice of gymnastic exercises by the 
sedentary classes, universal military duty, the participation of 
citizens in municipal government and in political affairs, of lay- 
men in the government of the church, of the wealthy in the 
administration of charity; all these things are, from a materi- 
alistic stand-point, considered a great squandering of time. It 
may be, that, if the division of labor were more rigidly car- 

» von Ledebur^ Reise in Altai, I, 384. The working together of wife and 
child, introduced recently by manufacturerß, cannot be considered as a higher 
grade of the division of labor, but only as a very unfavorable change in the 
kind of it; inasmuch as it were better to employ the women in tlieir domes- 
tic avocations and to leave children to their studies and their sports- Among 
the higher classes, it should be made the part of female education, to coun- 
terbalance, in the family, the effects of the ever increasing division of labor 
among the male portion, by the development of that which is universally 
human — art, sociability, house-keeping etc. 

* ScJUeiermacAer, Christliche Sitte, 465 ff., 676 ff^ 154 ff. From a similar 
feeling, although much exaggerated, the Greeks of the classic age proper 
considered all callings followed for gain dishonorable, not excepting even 
those of the physician and of the teacher. Plaio^ de Rep., I, 347 ff. Aristo/., 
Rhct, 1, 9, 27: /jojdsjuuav ioyd^ea&ac ßdpauaop rijfwjv, eXeudiifov 
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•^ - jM (kIucccI by a high division of labor consists in the ex- 
■ !>ioii and many-sided employment of leisure time, both of 
.. :i'a h are made more easy by the same high civilization which 
ilways accompanies the division of labor.* 



SECTION LXIV. 

THE CO-OPERATION OF LABOR. 

The cooperation or combination^ of labor must, however, 
always correspond to the division of labor. Both are but dif- 
ferent sides of the one idea of social labor; the separation of 
different kinds of labor, in so far as they would disturb one 
another, and the union or combination of them so far as they 
help one another.^ The vintner or grower of flax would neccs- 

* As one's peculiar calling does not take up all his life, we must draw a 
clear distinction between the one-sidcdncss of labor and the onc-sidedness of 
life. (i\m Mangoldt^ Volkswirthschaftslehre, 227.) Only the last is to be 
avoided at all hazards ; and we find it in the middle ages, witli its limited di> 
visions of labor, perhaps more frequently than where civilization has at- 
tained a higher stage. During the middle ages, it was not unusual to make 
feelings which every one should cultivate at times, if only temporarily, the 
lasting calling of some, Thus one prayed his whole life long, or was en- 
gaged in contemplation, and relieved others of the necessity of performing 
these duties. The consequence was, that the latter sank as deeply in world- 
liness and want of the interior spirit as the former were plunged in idleness 
and hypocrisy. But, on the other hand, when, in our day, the printer re- 
lieves the writer of a portion of the labor which might be his, the personal 
development of neither suffers. 

' Vuomo h utC tal potcnxa^ cheunitaaW oltra nonfa un cgucde alia somma^ ma 
cd quadrate deUa somma, (Genovcsi.) As to how the action of every individu- 
al man is a species of division and union of different kinds of labor, see 
Stein^ Lehrbuch, 24. 

• Compare Ad, Midler^ Elemente der Staatskunst, III, 1809. Fr, List^ Sys- 
tem der polit CEkonomie, 222 ff., 409 ff. Wahrfiddy in his edition of Adam 
Smith, distinguishes two degrees of cooperation, simple and complex. In 
the case of simple labor, the same sort of work is performed at the same 
time and place by several individuals, as, for instance, by a lot of hod-carriers 
in building. In the other case, there are different kinds of work performed 
at different times and places, but all intended for the one greater end. Agri- 
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sarily die of hunger if he could not certainly count on the grower 
of corn. The workman in a pin-factory, who prepares only 
the heads of pins, must be sure of his colleagues who sharpen 
the points, if his labor would not be entirely in vain. The la- 
bor of the merchant is not even thinkable without that of the 
different producers between whom he mediates. Where the 
production of a certain article depends on the services of six 
diflerent kinds of labor, one of which, however, demands thrice 
the time, and another twice the time of the rest, it is clear, 
that, in order that the business may be properly carried on, so 
many workmen should be employed that their number divided 
by 9 should leave no remainder. (Rau.) The union or com- 
bination of diflerent kinds of labor is most perfect when the 
workmen live nearest together; when, therefore, they are not 
separated by great difficulties o£ transportation ; or in different 
countries, in which case, a war might tear all to pieces. 

SECTION LXV. 

THE PRINCIPLE OF STABILITY, OR OF THE CONTINUITY 

OF WORK. 

Cooperation in time is of equal importance: the principle of 
the stability, or of the continuity of labor. When a workman 
dies, it is necessary to be able to calculate on a substitute. It 
is well known that it is much harder to begin a business, than 
it is, afterwards, to improve and enlarge it; and this, the more 
complicated it is. A new enterprise will take root easily, only 
where there are several similar ones already in existence; a 
new manufacturing establishment, for instance, where by the 
existence of other such establishments, the requisite habits of 
the workmen, of capitalists and of the public in general, have 
been previously developed. The skill of workmen is propa- 
gated especially by observation and the personal emulation of 

culture afTords room for the first especially, and it is known alto to a great 
number of animal species. 
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the young; whence it is, that the introduction of new indus- 
tries is best made by the immigration of skilled workmen.^ 
Hence the baleful influence of such interruptions, as for in- 
stance, the repeal of the edict of Nantes. Hence too, it is, 
that despotism and the reign of the populace are so unfavor- 
able to the economy of a country, where there can be no guar- 
anty of a consistent observance and development of the laws. 
To the best applications of the principle of the continuity 
of labor belong the church-building of the middle ages, the 
national canals, the street and fortification systems of modem 
times; all of which have been created only by the cooperation 
of several generations to the same end. ^ The most striking 
means by which such a cooperation has been advanced in 
modem times is public credit, "a draft on posterity;" yet, all 
sa\Tng is, in principle, the same. The most powerful element 
in the cooperation in time of labor is the economy in common 
of the family, although it differs in degree, according to the 
diflferent kinds of family inheritance. Where, as among the 
English middle classes, it is customary to secure the business 
property of the family to one child by will, and to entrust the 
conduct of the business, during the life of the father, to the 
devisee, to provide for the other children by insurance, by sav- 
ings etc., made from the surplus of the business, there may be 
old firms which remain always new, however; because they 
combine the experience of age with the energy of youth, and 
are never broken up by a division of the inheritance. But the 

' Flemish weavers in England, French refugees in Protestant countries ; 
German miners in Spain, Scandinavia, Hungary and America. 

•This, so very largely developed in Egypt and India, where the principle 
of caste obtains, is very little developed in the despotisms of Asia. The great 
princes, in the lattei countries, build largely from vanity only. Hence their 
successors seldom complete their works, and scarcely repair them. Nowhere 
else are there so many half completed and yet decaying buildings. Klemm^ 
Kulturgeschichte, VIII, 86. Riedel^ N. CEkonomic I, 259, very correctly re- 
marks that such kinds of cooperation as contribute most to the propagation 
of skill, both in commerce and manual labor, have less real division of labor, 
and vice versa. 
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compulsorj' equality of heirs,which actually obtains in France, 
compels almost everj'' new generation to begin with a new 
firm. (See § 85 seq.) * 

SECTION LXVI. 

ADVANTAGE OF LARGE ENTERPRISES. 

On the results of the division and cooperation of labor rests 
the superior advantage of all great imdertakings, and they are, 
therefore, smaller in agriculture than in industry. "It is 
harder to acquire the first thousand than the second million." 
Abstraction made of the conditions of capital and of the mar- 
ket, the limit up to which the growing magnitude of an enter- 
prise becomes more advantageous, lies in the increasing difficul- 
ty of superintendence. Numberless commercial improvements, 
such as the post-office, railroads, telegraphs, exchange, banks 
etc., have operated powerfully to extend these limits. It is 
frequently possible, even in small enterprises, to secure the ad- 
vantages of large enterprises, by association among those con- 
cerned. They must, of course, possess the necessary capital. 
If they have not got it, as property, they must borrow it. It 
is, of course, peculiarly difficult here to preserve the neces- 
sary unity, without which the cooperation of labor becomes 
the confusion of labor. The more moral and intelligent the 
participants are and the simpler the business, the more exten- 
sive may it become, and the more probable will be its suc- 
cess. (§ 90.) ^ ^ ' 

• Compare Leplay^ La R^forme sociale en France (1864). 

' Concerning association in general, see M, Chevalier ^ Coiu^ III, Le^on, 
34, 25. On this subject so much talked of in our day, see, more in detail, con- 
cerning its application to agriculture, my work, Nationalökonomik des 
Ackerbaues, 4, § 39,47 ff.; 68, 133 ff.; on its application to industry^ especially 
where there is question of the relation of handiwork and manufactures to large 
factories; see JRoscher^ Ansichten der Volkswirthschafl, II, Aufl^ 1861, Ab- 
handlung, IV, V. 

^Adam Smith remarked that the laws of the division of labor obtain also in 
intellectual works ; and indeed, among all nations in a very low grade of 
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CHAPTER IV. 



FREEDOM AND SLAVERY. 



SECTION LXVIL 

THE ORIGIN OF SLAVERY. 

An institution like that of personal bondage, which, it can 
be shown, has existed, among all nations of which history gives 

civilization, the germs of all art and science are found connected with theol- 
ogy ; and later^ the germs of all poetry and history with the epic. The ex- 
pression : motk defuii komini^ sed sdentia^ quod nescivit Stünuisius^ is a clear 
proof of the insignificance of the science of the time. Think of the increase 
during the last hundred years of the branches of study in our German uni- 
versities. There are now thirty -four regular professors in the Leipzig 
philosophical faculty, where then there were only nine. But here also the 
principle proves true, that an excessive division of labor, where the broader 
connection and the deeper foundation of all sciences disappear from the con- 
sciousness, undermines intellectual health and freedom. And the injury here is 
greater and more irreparable than in the domain of mere physical labor. See 
Huf dandy N. Grundlegung,!, 207 ff. If we have just become Alexandrians, 
we have, however, no Aristotle to hope for. yurisprudentia est divinarum 
atque kumanarum remm notitia^justi atgue iujusti scicntia (Uljnan), It is re- 
markable that nations who possess no real national literature of their own, 
'when they once get beyond the bounds of utter barbarism, learn foreign lan- 
guages etc., most easily. 

•The socialistic utopia of Ck, Fourier (Th^rie des quatre Mouvements, 
1808. Thtoie de TUnit^ universelle, 1822. Le nouveau Monde industriel 
et societaire, 1829) are based upon the following fundamental ideas. A. The 
pcesent civilization is that of a topsy-turvy world, especially in so far as it 
ascribes a ** moral " (a word always used by him in an ironical tense) self- 
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US information, at one time or another, must have very gen- 
eral causes. Among these may be mentioned especially sub- 
jection throngh war. It is not possible to calculate how much 
the principle, that it was proper to reduce the man to slavery 

government to man. In Fourier's world, on the other hand, every man is 
supposed, at all times, to give free rein to every passion; and the play of 
these gratifications constitutes the harmonie^ in which the poorest find more 
enjoyment than do kings at the present time. (See § 207 of this work.) B. 
The main thing to further this is a radical reform in the division and co- 
operation of labor as they exist at present. Instead of the present villages 
and cities, we should have only phalansteries, each with 2,000 inhabitants, and 
situated in the center of the land cultivated by them. Instead of the present 
nations and states, we should have a universal confederate republic, hierarch- 
ically graded, with French as the universal language. According to the de- 
mands oi th^ JHisston pa^Uonne^ each one should carry on the most different 
kinds of business side by side, and each one of them at most two hours per 
day ; i. e., every one should be a dilletante, no one a master, and everytliing 
should be done as badly as possible. Proudhon^ Contradictions dconomiques, 
ch. 3, objects to this, that a workman must, in some way, be held responsible 
for his work. Fourier himself calculates that, in his harmonie all pleasures 
are productive labor; and that by this constant change, one might be 
satisfied with from 4>^ to 5>^ hours of sleep, and that even children 2^ years 
old might take part in the work. Thus, there would be a g^eat rivalry be- 
tween apple-growers and pear-growers, so great " that more intrigues in at- 
tack and defense [passion cabaliste] would arise there than in all the cabinets 
of Europe," in the settling of which the growers of quinces would act as in- 
termediaries. There are, in addition to all this, wonderful aids; a fructifying 
crown of light rises over the north pole; oranges bloom in Siberia; the sea 
becomes as delicious as lemonade ; dangerous animals die, and in their stead 
anti-lions and anti-whales come into being, animals useful to man, which 
draw his ships for him during calms. These ideas are by no means retracted 
in Fourier's later works, See Nouveau Monde (Oeuvres) IV, 447. The prop- 
ositions of Robert Owen^A new View of Society (1812), have much sinAilarity 
with those of Fourier. They differ only in the absence of the French bar- 
rack-like character of the phalanxes, and the fantastic character of the pre- 
sentation of the doctrine. He would have all the land divided into districts 
of 1,000 acres each; each district to have a four-cornered town with 1,000 
inhabitants, following a system of production and consumption in common, 
but not with full equality ; carrying on both agriculture and other business. 
A principal feature here is an entirely new system of education. The author 
says that man has hitherto been the slave of an execrable trinity : positive re- 
ligion, personal property and indissoluble wedlock. (Declaration of mental 
independence.) 
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whom it was considered right to kill, contributed to make war 
less bloody in an uncivilized age.* A nation of hunters is al- 
most compelled to grant no quarter; the conqueror would be 
obliged either to feed his prisoner or to put arms in his hands. 
It is certainly a great humanitarian advance, when this state 
of things is superseded by slavery among nomadic nations.' 

In times of peace, economic dependence is tKe result of pov- 
erty, excessive debt etc.^ Where there is no division of labor, 
the individual has no means of supplying his wants, except by 
cultivating a spot of ground. But, how can the poor wretch 
who has neither capital * nor land exchange anything of value 
for either? Such an advance, where there is no security in 
law, can be made only on the credit of a very important pledge. 
But the man who is destitute of all property can offer nothing 
but the productive power of himself or of his family.* And 

* Compare Tacitus^ Histor., II, 44. 

•See IseUn^ Geschichte der Menscheit (1764), III, 7. Bazard^ Exposition 
de la Doctrine de Saint Simon, 1831, 153. Among negro nations deprivation 
of freedom is one of the most usual punishments for crime ; but the criminal 
has the option of substituting his wife or child for himself. L. A. de Oliveira 
Mcndez^ in the Memor. econom. of the Royal Academy of Lisbon, vol. IV, 
I, 1812. As to slavery on account of crime among the Germans, see Grimm^ 
D. Rechtsalterth., 32S seq. 

' Loss at play was a frequent cause of slavery among the ancient Germans. 
Tacit^ Germ., z\. Yox the principal causes of slavery among the Israelites, 
seethe books of Moses, II, 22, 3; III, 25, 39; IV, 21, 26 seq.; among the In- 
dians, Laws of Menu, VIII, 415. The first serfs of Russia were prisoners of 
war and their children. The laws of Jaroslaws recognize, besides, the fol- 
lowing causes: insolvency, contracting marriage witli a slave, the illegal 
breach of a contract for service, flight, unconditional contiuct for service. 
Karamsin, Russ. Gesch., If, 37. 

* At least seed and the means of subsistence until harvest time. 

* Cases of voluntary slavery to escape famine. Papencordt^ Geschichte 
der Vandalen, 1S6; Victor^ Chron., V, 17; Tur., VII, 45; Lex Bajuv, VI, 3; 
L. Fris, XI, I. According to the Edictum Pistense (a., S64), c, 34, one 
could free himself again by paying back the purchase money and 20 per 
cent, in addition. It frequently happened that people spontaneously ac- 
cepted the condition of a vassal in order to enjoy the protection of a power- 
ful personage. See StUrr^ Lasten des Grundeigenthums, p. 74. In 1S12, a 
young Himalayan offered himself to the traveler Moorcioft as a slave in or- 

Vol. I. — 14 
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SO it is with the small landed proprietor who has lost all his 
capital ;• for, considering the superabundance of land, the part 
which he possesses has value in exchange only to the extent 
that it is joined with the certainty of being cultivated; and 
here is the origin of the glcbcB adscriftio. The hereditary 
transmission of the relation to the children seems to be equal- 
ly useful to them ; or who, were this not the case, would think 
of providing them with food? It also frequently happens that 
poor parents prefer to sell their children to seeing them starve.' 
Hence the strange fact that most nations have the most rigid 
system of slavery precisely at the time that the soil produces 
food most readily. We need only cite the instance of the 
South Sea Islands, at the time of their discovery. In many 
negro countries, where the people have not yet learned to use 
animals for transportation, the lowest classes, although they 
enjoy a nominal liberty, are used as beasts of burden.® 

der to obtain food during the famine. K. Ritter^ Erdkunde, III, p. 999. 
The same fact occurred, but in greater proportions under Joseph in Egypt 
Moscs^ I, 47, 1 8 seq. 

• CiEsar^ B. G., VI, 13. 

^ Solon was the first to prohibit this commerce in Athens. KindUnger^ in 
his Geschichte der deutschen Hörigkeit, p. 621, speaks of a child promised 
as a slave before its birth, by its parents, as a species of farm-rent (See the 
Edictum Pistense, in BaluZy II, 192.) In Chili, the poorest country people 
who were not entirely white, sold their children in the towns, where they 
grew up with the families of their masters, and were then kept as servants in 
a state of semi-serfdom. There is, it is true, no law governing this condition 
of things. (Poppig^ Reise, I, 201 ff.) 

^ Ritter y XIII, 727. For instance, men in South America used for the 
purpose of riding. M, Chevalier ^ Cours, I, 251; Lteweustern^ Le Mexique, 
Souvenirs d*un Voyageur (1843); and Stephens^ Travels in Yucatan (1S41), 
i»how how, even yet, in Central America, although the Indians are legally 
free, yet, by their senseless way of running into debt, a number of legal re- 
lations, amounting virtually to gleba: adscriptio^ iu-ise. But compare, how- 
ever, Humboldt^ Neuspanien, IV, 263. This condition of things has been 
produced in Peru, also, by the payment of one or two years* wages in ad- 
vance. (Poppig, Reise, II, 225.) 



V 
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SECTION LXVni. 

THE SAME SUBJECT CONTINUED. 

In all very low stages of civilization, the greatest absence 
of the feeling of wants, and the greatest indolence, are wont 
to prevail, and in the highest degree. As soon as their merest 
necessities are provided for, men begin to look upon labor as 
a disgraceful occupation, and indolence as the highest kind of 
enjoyment. (§41, 213 ff.) Sustained and voluntary efforts, 
in any number, then become possible only by the creation of 
new wants; but these new wants suppose a higher civilization. 
Escape from this sorry circle is then effected in the most hu- 
mane manner, through the agency of foreign teachers; inas- 
much as the representatives of a more highly cultivated people 
(missionaries, merchants etc.), by their own example, make 
the nation acquainted with more wants, and at the same time 
help toward their satisfaction.^ But, in the case of nations 
whose civilization is completely isolated, or having intercourse 
only with others equally low, progress is the creature of 
force exclusively. The barbarous isolation of families ceases 
when the strongest and most powerful force the weaker 
into their service. It is now that ^/le division of labor really 
begins: the victor devotes himself entirely to work of a higher 
order, to statesmanship, war, worship etc. ; the very doing of 
which is generally a pleasure in itself. The vanquished per- 
form the. lower. The one- half of the people are forced to 
labor for something beyond their own brute wants. And it 
is, here as elsewhere, the first step that costs. ^ (§ 45.) 

' Thus Forbannais^ Elements du Commerce (1854) ^» 3^4» says of trade with 
savages : i7 fait naitre dans ces nations le go4l du snperflu et des commoditis^ 
qui multipiie Us iehanges et leur donne le ga(U du travail. 

' In very uncivilized nations, among whom serfdom is not known, we gen- 
erally find the slavery of woman and the temporary bondage of the son-in- 
law in order to secure the daughter in marriage. Thi« is still the case among 
the Laplanders. Klemm^ Kulturgeschichte III, p. 54. Slavery was unknown 
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mercial intercourse, every family consumes what it produces.^ 
The only thing which the slave has to fear is an occasional 
outburst of tyranny on the part of the master, a thing which 
is far from unfrequent in all the relations of low civilizations. 
Fear restrains masters to a certain extent; for, in those early 
days, how few were the institutions of state which could pro- 
tect them against the vengeance of their slaves!** 

* The servants in the Odyssey who cared for hogs and cattle etc. were cer- 
tainly in a better condition in many respects than the peasants of Attica, 
who were free, but buried in debt until the time of Solon. Concerning the 
mildness of the treatment of slaves in very early Roman times, see Plutarch^ 
Coriol., 24, and Cato^ I, 3, 20 ff. ; Cato^ de Re rust, 5, 56 ff. ; Macrob.^ Stat. I, 
10 ff. On the state of the serfs among the Germans, sec Grimmy Deutsche 
RcchtsaltcrthUmcr, p-339ff-; among the ancient Scandinavians ctc.^ DaAl- 
matty Geschichte von Dänemark, I, 163. See Tacit.^ Germ., 25. 

' Compare Landnamabok, I, 6. 

* The opinions of the ancients for and against slavery are found in Arisi, 
Polit. I, 2. See especially the beautiful passages in Philemon : Meinekc^ Comi- 
corum jr., 364, 41a Aristotle even thinks that there are cases in which 
master and slave might be brought together by a mutual want, each of the 
other. The former wants hands to execute the work of his brain; the latter 
a guiding brain for his hands. Where the degree of dependence corresponds 
exactly to the difference of ability, Aristotle^ leaving its abuses out of the ques- 
tion, declares slavery tobe just. See, also, Eth. Nicom., VIII, 11. Sinnlarly 
the Pythagorean Bryson in Stobteus^ Florid. LXXXV, 15. But Aristotle 
would hold up emancipation to all slaves as a reward they might have in 
prospect Polit. VII, 9, 9; CEcon. I, 5. It is characteristic of the many testa- 
ments of philosophers, found in Diogenes Laertius^ that they contain declar- 
ations giving slaves their freedom. The Essenes and Therapeutics con- 
demned slavery under all circumstances. Philo.^ Opp. II, pp. 45S, 482, 
0pp. I. See Seneca^ Dc Benef. Ill, 20. The jus naturale of the age of the 
Caesars recognized the freedom and equality of man. Digest, XII, 664., L. 
17, 32. The New Testament does not reject it absolutely, but would sanctify 
it as well as all other relations in life. Compare Luke, 17, 7; Eph. 6 5 ff.; 
Coloss. 3, 22; Tit. 2,9. More especially, I Timothy, VI, i ff. It was not 
until the ninth century that the opinion that slavery was anti-Christian be- 
cause men were all made in the image of God, arose. Planck^ Geschichte 
der kirchlichen Gesellschaflsverfassung, II, 350. Sachsenspiegel, III, 42. 
A writer as recent as Pufendorf explains slavery as arising from a free con- 
tract ; faciam^ ut des. Jus natune (1672) VI, 3. More recently Linguct^ ITieorie 
des Loisciviles (1767), V, ch. 30, and IlngOy Naturrecht, § 186 ff. have en- 
deavored to prove that slaves are in a condition preferable to that of poor free 
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SECTION LXX. 

EMANCIPATION. 

As States grow greater and men's manners gentler, the ranks 
of slavery are less and less liable to be recniited through the 
agency of war.^ It then becomes necessary to have recourse 
to the family to keep up their number, which makes their 
condition much more endurable, and which supposes that it 
has been made more endurable in other respects beforehand. 
Modern states, are, as a rule, larger than the ancient were. 
The Germans had, long before the time of Charlemagne, 
treated prisoners of war of German origin more mildly than 
those of Gallic or Slavic origin.^ The condition of the latter 
even improved from the time that nations began to think of 
making permanent conquests. Since the Slavic wars of the 
tenth century, certainly since the Lithuanian contests, it seems 
that prisoners of war were not reduced to slavery .* Chivalr}', 

men. And so ^ö^^r Patriot Phantasien, II>p. 154^ seq. Those who with 
Thaer separate the element of production, " labor" from that of " intelligence," 
justify slavery on the same principle tliat Aristotle did, without knowing iL 
Per contra, see F. G. Schultze^ N. CEkonomic (1856), 418. 

* Turgoty Sur la Formation etc., § 21. The universal empire of the Ro- 
mans demonstrated this. Then it was, for instance, that during the wars of 
Lucullus, a slave cost only four drachmas. (^//iVz«., Bell. Mithr., 78.) Sar- 
ai vcnalcs: on account of the glutting of tlic market with Sardinian slaves, 
made through the victory of Tib. Gracchus, 177, before Christ Many of the 
lesser wars of the Romans can be looked upon only as slave-hunts. But the 
great wars also were followed by uprisings of slaves on account of the many 
new slaves which tliey made. Thus 19S in Latium, 196 in Etruria. {Bäcker^ 
Aufstände der unfreien Arbeiter von, 143-129, v. Chr., 1874.) Inuring the 
relatively peaceful periods which preceded many of the Roman revolutions, 
pirates delivered over great masses of slaves. It frequently happened that 
several thousand slaves were led to Delos and sold in a single day. {Sirabo^ 
XIV, 668.) As emancipation was a measure which people could not make 
up tlicir minds to adopt, these pirates satisfied a "want** for a time, and this 
partly explains the otherwise incomprehensible forbearaece of the state to- 
wards them. 

* Gregor. Turon.^ Ill, 15. 

* Grimm ^ D. Rechtsalterth timer, 323. It is a strange fact that prisoners of 
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and allowing prisoners to go free, on their word of honor, 
contributed largely to this result. 

The more productive agriculture is, the more numerous the 
wants of land owners, the more extensive the division of labor 
and commercial intercourse become, the easier it is for a large 
class of the community to obtain support for themselves and 
families without cultivating land of their own. (Wages.) 
When exchanges through the medium of money become cus- 
tomary, the chief argument for slavery disappears ; and the 
strong, rich and able man can, without having recourse to 
force, command the labor of other men. Every further ad- 
vance in economic culture must necessarily help forward in this 
direction. Thus, without the plow, for instance, we should all 
be really only so many glebce adscripti. It is due especially to 
the ever increasing perfection of tools, machines and opera- 
tions, that the slave of antiquity w^as transformed into the serf 
of the middle ages, and afterwards into the day laborer of 
modem times.* It is more particularly to be remarked, that 
machines, since 1750, "first made the constitutional liberty of 
many, instead of the feudal freedom of a few, possible.'* 
{Schäße.) 
' 1 

war were in several remarkable instances sold as slaves in Italy during the 
fifteenth century. {Sismofiät\ Hist, des Rdpubliques italiennes, IX, p. 312 
seq.; XI, p. 138 seq.) And even in the sixteenth century, the pope allowed 
those of states opposed to him to be treated in this way. SismvuJt\ supra^ 
XI, 251 ; XIII, 485. Raynold, Ann. eccl., 1506, § 25 ff. 

*This graduation of slave, serf and workman, has been carried out espe- 
cially by Saint Simon^ Oeuvres, 328 ff. Even Proudkon admits that the con- 
dition of the lower classes is better now than formcrlv. (Contradictions 
tonomiques, ch. X, 2.) Compare M. Chevalier^ Cours, I. Le9ons i and 2, 
•where he shows that our productive power has increased during the last four 
or five centuries in the production of iron in the proportion of i to from 
25 to 30; in the preparation of flour since the time of Homer in the 
proportion of i : 144; in the production of cotton during the last 70 years in 
the proportion of i : 32a Aristotle predicted, long ago, that " when the shuttle 
would move of itself, and plectra of themselves strike the lyre, we should 
need no more slaves." Polit., 2, 5. Every step of true progress brings us 
nearer the fulfillment of the prophecy. 
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SECTION LXXI, 

DISADVANTAGES OF SLAVERY. 

Slavery promotes the division of labor only in the very 
beginning. The more dependent the slave is, the worse he 
works. Whatever he spoils or allows to go to waste injures 
only his master. Hence it is that slave-husbandry is only one 
degree removed from what the Germans call Ratibbau^ and 
which means, as nearly as we can translate it, the most 
thoughtless and wasteful management possible.^ Whatever 
he consumes is simply so much gain to himself. Industry 
and skill are injurious to him, because, if remarkable for these 
qualities, his master exacts more work from him and is 
more adverse to setting him at liberty. Instead of the num- 
berless, incentives of the free workman: care for the futiu*e, 
for his family, honor and comfort, the slave is generally 
moved by one — the fear of ill-treatment, and to this he grad- 
ually becomes insensible.^ The division of labor demanded 
by manufactures, and which is to be found for the most part 
only where each person is at liberty to choose his own avo- 
cation, is scarcely supposable where slavery, in the strict sense 
of the word, prevails. The same is true of the spirit of inven- 
tion and improvement.^ And even where the milder glelxB 

* Tlic North American planters employed coarse tools rather than fine 
ones, mules rather tlian horses, because their slaves took so little care of 
them. 

^ It can never obtain as much labor from the slave, as the fear of losing 
his situation and of not being able to obtain another, will from the free 
workman. (Hunic.) Marlo^ Weltoekonomie, 1848, I, 2, 38, grants this to 
be true only where all the forces of nature are appropriated by occupation, 
and the number of workmen is greater than the want of workmen. 

2 Even in Brazil, only free men are, as a rule, employed as sugar refiners, 
distillers, teamsters etc. (Kostcr^ Travels in Brazil, 1816, 302.) Storch^ 
Russland unter Alexander I, Heft, 23, p. 255, cites the opinion of an eminent 
Russian manufacturer, that it would first be necessary to liberate the serf 
factory-hands. Masters have generally give^ up employing their own serfs 
in manufactures, allowed them to seek work for themselves, and only re- 
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adscriptio obtains, the division of labor is much hindered. 
Hence, competent judges all agree on the badness of slave 
labor;* which, as for instance in the United States, was used 
only where the slaves were crowded together in large num- 
bers and could therefore be easily superintended. And not 
only are the slaves themselves indolent, but their masters as 
\vell ; more particularly in slave countries where all labor is 
considered disgraceful. What must be the national husbandry 
of a people, one half of whom refuse to do anything that is right 
and proper, through malice, and the other half through pride! 
As soon as, on accoimt of increased population and conse- 
quent increased consumption, this enormous waste of force 
can be endured no longer, free workmen become more profit- 
able, not only to themselves and to the whole community, but 
to the greater number of the individuals who compose it.* 
On the Bemstoff estates the quantity of rye harvested before 



quired Uiem to pay them a species of tax. When this plan was adopted, it 
was found that they worked much better, (v. Haxthausen^ Studien I, 6i, 
1 16.) It was a consequence of slavery that, in antiquity, the very wealthy 
purchased so little: omnia dornt nascuntur! (Petron.^ 38.) 

*Thus Homcr^ Od. XVII, 322, in whose time even there were day laborers, 

Ä^rsc ö"" ^Otd^Ot, (Od. IV, 644; X, 85; XI, 490; XIV, 102. I/cst'oJ, Opcra^ 

602.) And VarrOy De Re rust. I, 17, advises that difficult labor should be 

performed rather by day laborers. Coli rnra ab enrastuUs fcssimum est ct 

quidquid agitur a dcsperantibus. Plin.y H. N. XVIII, 7. Omne frcnus agri 

tcicrabiUus sub libcris colonis^ quam sub villicis. (ColumcUay De Re rust I, 7.) 

It has been estimated, that, in the West Indies, a negro slave performed only 

one-third of the work performed by an Englishman in his own country. 

(B. Ed-si-ardSy History of the British West Indies, II, 131.) During the one 

afternoon, in every week, in which the negroes were allowed to work on 

their own account, they accomplished as much as on other entire days. 

Edinburgh R. IV, 842. Compare Bentham^ Traits de Legislation I, 319. 

Ck. Comte, Traits de Legislation, 1827, Livre V.; Cairnes^ The Slave-Power, 

its Character, Career and probable Designs, 1862; Olmsted^ Journeys and 

Explorations ^ the Cotton Kingdom, 1861. 

* While the older tyrants had prohibited idleness, Draco and Solon even 
under pain of degradation (see places in Buchsen schilt z^ Besitz und En;*-erb, 
260). Socrates called the S.oyia the sister of Freedom (Aelian, V. H. X, 
14), and the axoXij the most beautiful of all professions 
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and after emancipation was as 3:8^; of barley-corn as 4:9^; 
of oat- grain as 2^:8.* 

The owners of serfs, especially, are apt to be very wasteful 
of their labor, because they imagine that they obtain it gratis. 
Tucker has made a curious calculation tending to show that 
when civilization reaches a certain point, the master's self-in- 
terest leads to emancipation. In Russia, where there are 
seventy-five persons to the English square mile, it seemed to 
him that serfdom w^as still a good economic speculation. In 
w estem Europe, where there were one hundred and ten per- 
sons to the square mile, freedom, in all relations of master and 
servant, he considered more advantageous to all parties. Eman- 
cipation began in England in the fourteenth century, when that 
country had a population of forty to the square mile, and was 
completed in the seventeenth, w^hen the population was ninety- 
two to the square mile.^ Tucker concludes, that the turning 
point comes, when the population is relatively to the number 
of square miles as 66: i.^ Such a calculation cannot, of course, 
be universally true. The free workman can usually command 
a much larger portion of the sum total of economic profits 

• B. Franklin^ Observations concerning the Peopling of New Countries 
etc., 1 75 1. 

'Monument erected to Bcrnstorff hy his peasants, 8, 15. The Zatnoiski 
estates yielded, 17 years after emancipation, three times as much as they did 
when serfdom prevailed. Coxcy Travels in Poland, I, 22. The transformation 
of the serfs into hereditary farmers cost Count Bernstorff 100,000 thalcrs; 
but the revenue derived from his lands increased in consequence, in twenty- 
four years, from 3,000 to 27,000 thalers. An English mower can mow a 
field two and three times as great as a Russian mower in a given time. If 
the former receives daily wages equivalent to seventy pounds of wheat, and 
the latter to only twelve, the Englishman's labor is still the cheaper; for he 
turns out 100 pounds of hay while the latter turns out only eight Jacobs 
43 seq. But the hiring out of serfs in the large cities of Russia yielded less 
to their masters than in the interior. Storch^ Handbuch, II, 286. 

8 Tucker^ Progress of the United States, 1843, pp. 1 11 ff. We need not call 
attention to the inaccuracy of these figures, nor remark how little servicea- 
ble for our present purpose an average obtained from the density of popula- 
tion in different parts of Russia, where such densities are themselves so very 
different, would be. 
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than can the slave or serf, who must be satisfied with the min- 
imum necessary to support life.* Hence, free labor is more 
profitable to masters only when production in general is so 
much enhanced thereby that a greater quantity of goods falls 
to their share also. But this will always be the case where 
workmen are capable of development.^® 



SECTION LXXII. 

EFFECT OF AN ADVANCE IN CIVILIZATION ON SLAVERY. 

At the same time, the same degree of servitude becomes 
more and more oppressive to the bondman as civilization ad- 
vances. The greater his intellectual progress, the more does 
he feel the want of liberty, and the more keenly he experiences 
the degradation of his condition. The development of luxury 
digs a gulf between master and servant which grows wider 
every day. (§ 227 ff.) As commerce extends, it becomes 
more profitable for the master to exact excessive work from 
his slave. In the West Indies, it was a problem which every 
slaveholder solved for himself, whether, by immoderately in- 
creased production, which cost the lives of many slaves, the 
gain in sugar was greater than the loss occasioned by the 



• The Spartans seemed to have counted on an adult free man for twice as 
much coarse food as a bondsman. (Thucyd.y VI, 16.) 

*• Stewart^ Principles, I, 7, in accordance with historical data, says, that 
the peasantry in our days work for other people, because they have wants 
which can be satisfied only in this way ; because " they are slaves of their 
own wants." The unquestionable superiority of free to slave labor, in point 
of economy, has been dwelt upon especially by Turgot^ Sur la Formation et 
la Distribution, § 28, and by Adam Smith, Wealth of Nations, I, S, III, 2. 
But see J. B. Say, Traits, I, ch. 19, and Storch, Handbuch, II, 1S4. When 
Jiutne, Discourses, No. 11, Populousness of ancient Nations, demonstrates 
the greater cost of slavery from the fact that the master of slaves must either 
breed or buy them, he forgets that in the case of free workmen he is obliged 
to provide also for the support of the workman*8 children. Only, the slave- 
holder has, indeed, to advance the whole at once. 
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consequent death of the negroes. ^ When, with the advance of 
civilization, the state guaranties to all more certain protection 
of their rights than they enjoyed in a less advanced "stage of 
social improvement, the last check on masters, the fear of the 
vengeance of their slaves, is removed.^ Demoralization natu- 
rally increases in the same proportion ; and that of the master 
as well as that of his servants. • 

SECTION LXXIII. 

THE SAME SUBJECT CONTINUED. 

This explains why it is that, in all coimtries, the power of 
the state, in a period of transition towards a higher civiliza- 
tion, has endeavored to render slavery milder. Great credit is 
due the Church in this regard. It soon extinguished slavery 
entirely in Scandinavia,^ and in portions of Evwope it abolished 
at least the sale of prisoners to foreign countries.^ The 

^ Husnboldty Cuba, I, 177. Ashworth^ Tour in the U. S. Cuba and Canada, 
1 861. The slaves in Louisiana were so overworked that they lived, on an 
average, scarcely seven years. Edinburg Rev., LXXXIII, 73. Even the 
Stoics were not agreed, whether it was right, in case of ship\%Teck, to sacri- 
fice a cheap slave in order to save a valuable horse. (Cicero^ de Off. Ill, 2}^^ 
Whether the self-interest of masters is an inducement to the mild treatment 
of their slaves def>ends on the price for which fresh slaves may be obtained. 
This is a strong reason why a high degree of civilization, where there are 
not counteracting influences, must make slavery less endurable. The more 
valuable slaves are, the worse is their condition. In the unfertile Bahamas, 
the price was £21 ; in Demarara, £86. In the former place they were re- 
quired to do little work and were well fed and well clothed. Hence their 
numbers have increased there, while in Demarara they have decreased. 
(Edinburgh Rev., XL VI, 496, 180.) 

* Proverb: quot servi tot idem host es. (Macrob.^ Sat I, il, 13.) 

' 7c^<'r5ö7», Notes on Virginia, 2 1 2. The chastity of both parties especially 
suffers. The Irno of ancient comedy was a slave trader! Compare L. 27, 
Digest, V, 3. In the English negro colonies, it was not unusual for the 
guests of the planters, even in the best families, on retiring, to ask the 
accompanying servant for a girl, with as little concern as they would in En- 
gland for a light (Negro Slavery, or a Creed of ... . that state of Society as 
it exists in the United States and in the Colonies of the West Indies, Lon- 
don, 1S23, 53.) 

» Even the law of Upland forbade the sale of Christians. The children of 
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Concilium Agathetise^ in the year 506, decreed that serfs should 
not be killed by their masters at pleasure,^ but that they should 
be brought before a tribunal of justice. (The manorial tribu- 
nals of more recent times.) Moreover, the numberless holi- 
days of the church operated greatly in favor of the bondmen. 
Pope Alexander III. recommended their gradual emancipa- 
tion.* One of the principal steps in the way of progress was 
made when they could no longer be sold singly, but only with 
the village or on .the estate to which they belonged.*^ The 
feudal aristocracy improved the condition of the bondmen by 
reducing a great number of freemen to their level.® This 

a slave and of a free person were born free. Emancipation was considered a 
Christian act, to be performed for "the salvation of one's soul." Voluntary 
«lavery was prohibited in 1266, and Magnus Erichson forbade slavery gener- 
ally from the year 1335. See Geijcr^ Geschichte von Schweden, pp. 157, 185, 
273. Estrupy in Falcks N. Staatsburg Magazin, 1837, 179, ff. 

' L. Alam, 137, i. L. Fris., 17, 5. Decree of 960 concerning the aboli- 
tion of the trade in Christian slaves between Germany, Italy and the Byzan- 
tine Empire. Tafel und Tltomas^ Urkunden der Staats-und Handelsgcsch- 
ichte von Venedig, I, 18 ff. 

* Too/. Germ. 25. In the Legg. Wallisc 206 (Wolton) we read: ^^Hero 
eadem potesias in servum suum ac in jumentum^^ 

♦ The council of London in 1 102 forbade men to be sold like beasts. (Con- 
di., ed. Venet. 1730, XII, iioo. No. 27.) Guirard^ Polyptiques d'Irminon, 
Prolegg., 220, describes a pedagogical model emancipation by the Church of 
its own serfs. On the whole, the church contributed more towards the eman- 
cipation of the serfs of others than of its own. See ch. 39, C. XII, qu. 2 ; c. 
3,4; De Rebus eccl. 

* In Flanders since the end of the twelfth century. Warnhönig^ Fland- 
rische Staats und Rechtsgeschichte (I, 244). 

• In what relates to Germany, compare Sugenheim^ Geschichte der Aufhe- 
bung der Leibeigenschaft in Europa, 1861, p. 350 ff. The destruction of the old 
manorial system (Hofwesen) in the fifteenth and sixteenth centuries, was 
often unfavorable to bondmen and favorable to serfs. Maurer^ Gesch. der 
Frohnhöfe, II, 92. In Poland, where all were originally equal land-owners, 
many sank gradually through poverty to the condition of the so-called 
kme/es, who, although personally free, were not very far removed from slaves. 
Beginning with the thirteenth century, a great number of immunities, after 
the model of those accorded in Germany, were granted, by means of which 
ihey lost, for the most part, their direct subjection to the emperor and the 
empire alone. This was soon followed as a consequence by their personal 
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could not be effected without a real amelioration of slavery- ; 
and, later, when the feudal aristocracy declined, the older serfs 
were, with those who had been formerly free, raised from their 
abject condition. The sense of chivalry would not permit a 
lord to be served by a bondman. The old adage " the serf 
lives to serve and serves to live," by degrees, lost its force. 
Serfs were required to perform certain tasks on the lands of 
their master and to pay him a certain quantity of the produce 
of their own. Heriots (mortuarium)^ which became usual 
from the 8th century (J, Grimm), may he considered evi- 
dence that even bondmen were permitted to acquire and hold 
property in their own right. Thus was one of the chief dis- 
advantages of slavery, in an economic sense, removed.' It 
may be affirmed, as characteristic of the aristocracy of feudal 
times, that they treated those, who like the serfs were entirely 
at their mercy, with much more consideration than those who 
were free, and, although dependent on them, had certain rights 
guarantied by contract. The absolute monarchy found in 

oppression. (Röpell^ Geschichte von Polen, I, p. 308 seq., and p. 570 seq.) 
In Bohemia, the old form of serfdom had so far disa]>peared in the fourteenth 
century, that it might be said it was known only to history. But during the 
reign of the weak king, Ladislaus II, a new species of serfdom came into 
vogue, the result of the preponderance of the aristocratic element. Palacky^ 
Gesch. von Böhmen, II, p. 33 seq.; Ill, 31 scq. Aristocratic Denmark, be- 
fore the peasant war of 1 255-1 258, subjected the free peasantry who had been 
leaseholders for a term of years to unlimited socage duty. Waldemar III, 
reduced to the same kind of service the land-owning peasantry, which es- 
pecially from the date of Margaret's reign, developed into a species of gle- 
b<p adscriptio. From the sixteenth century, when the royal power almost dis- 
appeared, these public privileges were abandoned to the nobility to euch an 
extent that, in 1650, there were scarcely 5,000 free peasants. Daktmann^ III, 
p. 73 seq. However the severity of tracldom made way in the fourteenth 
century for the vornedskap (modified bondage), a milder species of vassalage. 
See Koldcrup Rosenvinge^ Grundriss der dänischen Rechtsgeschichtc, § 94. 

'' The French expression mainmorte comes originally from the deprivation 
of the right of inheritance. In Beaumanoir's time, 12S3, it was customary, 
after a number of serfs had lived together for a year and a day, for their 
chattels movable to become the common property uf the community. 
(Warnkönig^ Französische Rechtsgeschichte, II, 157.) 
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nearly all nations, at the opening of modern times, was forced 
by its struggle with the mediaeval aristocracy to favor the 
emancipation of the serfs and of the lower classes. Even in 
Russia, Iwan III. (1462-1505) seems to have restored to the 
peasantry the right of migration, of which they had been de- 
prived by the invasion of the Mongols, nor did they lose it 
again until the great troubles at the beginning of the seven- 
teenth century, which gave the ruling power to the nobility.^ 
Where civilization has reached its highest development, the 
irresistible power of public opinion, governed by the ideas of 
^he universal brotherhood of man and of democratic equality, 
Causes the abolition of all irredeemable and of all hereditary 
^t'lations of servitude .'^^^ 



*In France, Louis X. made it a fiscal speculation to sell serfs their liberty 
in whole districts, even against their will. His edict, Ordonnances, I, 583, 
Recognizes that all men are by nature free, and that France is not without 
Reason called the land of the Franks etc. Even in 1298, Philip IV. had ex- 
changed the serfdom to the crown of several provinces for a land duty. The 
last ruler of Dauphiny gave all the serfs of the crown their liberty gratis, in 
1394. (SugcnbeitHy p. 130.) When the so-called cöw/irw« were written, there 
were only nine provincecs in which by local law serfdom was permitted. 
The defeat of the jacquerie injured the cause of emancipation in France in 
the same way that the suppression of the war of the peasants did in Ger- 
many. About 1779, mainmorte was abolished in all lands of the crown, and 
its proof made almost impossible in all others. (Warnhönig^ II, 151 seq.) 
Yet it is said that there were 150,000 serfs de corps in France in 17S9. (Cas- 
sagnac. Causes de la Revolution, III, 11.) Koloman, who died in 11 14, for- 
bade the slave trade in Hungary, and labored to raise all Christian slaves 
Xo conditionarii (renters). But the right of migration was abolished in 1351. 
King Sigismund, and still more, Matthias Corvinus, restored it, after the 
suppression of the war of the peasants, but in 15 14 it was again lost until 
15S6. Further progress was arrested until the Urbarium of Maria Theresa. 
• In Italy, Frederick II. liberated all the serfs of the crown. (Constitutt 
Regni Sicil., 164.) A model instance of emancipation at Bologna in 1256. 
The serfs of the state were simply set at liberty; the freedom of those of 
private persons was purchased with the money of the state, and a small 
corn-tithe laid on the emancipated as a compensation for the expense in- 
curred in their behalf. In the future, there was not to be a bondman on 
Bologna territory. The motives which led to this measure are a strange 
admixture of Christianity and Democracy. (Afttxxt\ Annali di Bologna, 
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SECTION LXXIV. 

THE SAME SUBJECT CONTINUED. 

It cannot be doubted, that an entirely direct leap from com- 
plete servitude to complete freedom may be attended by many 

1840, I, 479-) Italv, at the end of the fourteenth century, was entirely free 
from Christian serfdom. (Muraiori^ Antt Ital., I, 798.) In the canton of 
Berne, Switzerland, slaver)» was gradually abolished, the process commenc- 
ing about the beginning of the fifteenth century. It continued, however, 
in the case of ordinary masters until 1798. Sugenkdm^ p. 530 seq. In 
England, Alfred the Great's efforts towards the gradual abolition of slavery 
(WilkiuSy Leges, 29) remained without result The steps taken by William 
I, towards a much narrower end, however, seem to have been more success- 
ful. (Leges Will. Conq., 225, 229; T'wrff^^, Hist, of England, I, 135.) From 
the time of the Norman conquest, prisoners of war ceased to recruit the 
ranks of slavery. Under Henry III and Edward I, socage tenants became 
more and more frequent; but, before long, their duties became less onerous, 
and might be discharged by others hired for the purpose, instead of by them- 
selves. The first remarkable vestige of a class working for wages is met 
with in the law of 1351, which may be considered an effort made by the 
nobility to oppose the tendencies in. favor of emancipation, which were a 
consequence of the development of cities. (Eden^ State of the Poor, I, 7, 
12, 30, 41,) Ittfruy § 175. Although the peasant war under Wat Tyler and 
Straw, who wished to abolish servitude at a blow, failed of its object, we find 
that there were a great many instances of emancipation by individuals in the 
fourteenth and fifteenth centuries when death or sickness overtook them, in 
which they declared the moral unfitness of slavery. (Wydiffe: "When 
Adam dalve and Eve span, who was tlicn the gentlemxm?"} Elizabeth lib- 
erated tlie last serfs of the crown. Compare 12 Charles II, ch. 24, i66a 
Emancipation in the lowlands of Scotland was completed in 1574. (TytUr, 
Hist, of Scotland, II, 260.) 

*ö Modern Emancipation Laws: in Prussia, 1719, 1807, 1819; Lausitz; 1820, 
Westphalia; in Austria, 17S1 (Bohemia and Moravia), 1782 (other German 
countries and Galicia); 1785 (Hungaria); Schleswig- Holstein, 1S04, after 
many of the landed gentry liad voluntarily emancipated their own serfs; in 
Bavaria, in 180S; in the kingdom of Westphalia, in 1808; in Hesscn-Darm- 
Ktadt, in iSu ; in Württemberg, in 1817; in Baden, in 1783, 1820 in newly 
acquired countries; in Mecklenburg, in 1820; in the kingdom of Saxony, in 
1832; in Hano\«er, in 1S33. The law of 1702, abolishing serfdom in Den- 
mark, was evaded until 1788, and in part, even until iSoo by the SckoUäamd 
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evils. No man is " born free,"^ but only with a faculty for 
freedom; but this faculty must be developed. The knowl- 
edge and respect for law, and the self-control, which are the 
conditions and limits of freedom, are never acquired without 
labor, seldom without the making of grave mistakes, and never 
except through the practice of them. As a rule, both parties, 
masters as well as servants, would like to get rid immediately 
of all the inconveniences of the former condition and yet con- 
tinue to enjoy its advantages. The servant, for instance, will 
now yield no more the specific obedience of former times, but 
demands still specific mildness from the land-owner, or loaner 
of capital, his former master. It is inevitable that there should 
be complaints on both sides.' But in the higher stages of eco- 
nomic cultvu*e, the relation of paternal protection and childlike 

(clod-bond) introduced in its stead. The only Christian people in Europe, 
who, until recently, kept serfs, was the Russian. The serfs of Russia, in 
1S34, numbered 22,000,000, i. e., about 40 per cent, of the entire population 
In the meantime, the law of February 19, 1S61, passed after four years of 
preparation, fixed the date of emancipation at the beginning of the year 1863. 
Slavery has been abolished in the United States since January 1, 1S63; first 
of all in all portions of the country engaged in rebellion. 

'* There is a very interesting discussion in the Journ. des Economistes for 
June 1863, of the question whether the owners of serfs are entitled to com- 
pensation on their emancipation, by Labotdayc^ JVoIau'skiy Laz'crgne^ Gamier s 
Sinum and others. In the United States it would have required $2,000,000,000 
to fully compensate the slave-holders for depriving them of their slaves. 
(Quart. R., Jan., 1874, 142.) Compare my view, Roscher^ Nationalökonomik 
des Ackerbaues, § 124. 

' Leave a new-born child to its " natural freedom " for twenty-four hours, 
and it will in all probability be dead at the end of the time ! 

* Compare Edinburgh Review, LX XXIII, 64 ff., April, 1851, 333. Klein's 
Annalen XXV, 70, ff. Even in the fif^h book of Moses, 15, 13, ff., we see 
that experience had taken into consideration that a freed serf without capital 
or landed property might very readily bo in a worse condition than he was 
before. In the United States, the anticipation that the emancipated negroes 
might diminish in numbers has not been realized. The census of 1S70 
showed a negro population of 4,880,000, nearly ten per cent, more than in 
iS6a The increase of the number of churches, schools and savings banks 
also bears testimony to the prosperity of the negro, f /?. Somers^ The South- 
em States since the War, 1871.) 
Vol. I. — 15 
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obedience between the different classes of the people, which, 
even in medieval times, never obtained in all its purity, is cer- 
tainly unrecallable. Hence it is, that all hope of a better con- 
dition of things is based only on this, that the lower classes 
may as soon as possible attain to true independence.^ 



SECTION LXXV. 

THE SAME SUBJECT CONTINUED. 

Even in antiquit}% the principal nations of the world could 
not keep the humanizing influence of civilization from mak- 
ing itself felt on their slaves. And if they did not go so far 
as to bring about the total abolition of slavery, it is unhesi- 
tatingly to be attributed to their religious inferiority.^ In 
Athens, during the Peloponnesian war, it was almost impossi- 
ble to distinguish the slaves from the poorer freemen by their 
looks or dress. Their treatment was mild . in proportion as 
desertion was easier by reason of the smallness of the state or 
the frequency of war. It was forbidden to beat them; and 
only a court of justice could punish them with death.* Eman- 
cipation, in individual cases, was very frequent, and the names 
of Agoratos and of the law-reviser Nicomachos show how 
great a part an emancipated slave might play in the nation.' 

• y. S. Mili, Principles, lo, ch. 7. 

» Ah to the Jews, see Ewaid^ Geschichte von Israel, I 2, p. 198. In general, 
iicc //. WitUoHy Hist de TEsclavage dans TAntiquit^, II, 1847. 

• Thund. IV, 27; Xcnoph. De Re. rep. Art. I, 10 ff., Aristofk. Nubes, 6; 
Autiph. De Caede Herod, 727. In the "Frogs" of Aristophanes, the rcla- 
\\<\\\ hctwccn the slave Xanthias and his master is eloquent testimony to the 
^kkI IrcatnuMit he received. Slaves enjoyed great freedom of speech. (Dc- 
m^^\th. ri»il. HI, III.) Concerning masters accused of cruelty, see Demcstk. 
Mul s-'>i 7- Athen. VI, 266. The slave who had been ill-treated might 
»vhW ii'U»«!' in a temple, after which his master was compelled to sell him. 
( .ViAt«/. .1m»/«»/>6. Equitt. 1309. P/w/^rcA, Thes. 36.) 

^ Slave» uii^jht purchase their own freedom with ihtxv feculium. See Petit. 
l.v•g^ , .\«t. II, 179. There were many who lived entirely on their own ac- 
vMUiU, |W4\ iiig a certain duty or tax to their masters, and who were well able 
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The helot system of the Lacedemonians preserved much 
longer a great deal more of medieval barbarism; but even 
here, we may infer from the frequent uprisings and emanci- 
pations of the helots, from their services in war etc., that their 
lot was made less hard than it had been.* 

Among the Romans, with whom war and conquest were 
so long considered* the principal means of acquisition, slav- 
erj^ was relatively very hard.* But, later, there came to be 
several different grades of slavery (scrvi ordhiarii and medias- 
tint etc.); and in slavery every, gradation denotes some ameli- 
oration of condition.*^ The slave obtained the right to pos- 
sess resources of his own (feculium)? In addition to this, 

to make savings. R,F, Hermann^ Privatalterth timer, § 13, 9, 58, 11 ff. See 
the instance in Plato^ De Rep. VI, 495, where a slave who had grown wealthy 
asks the daughter of his former master in marriage. Moreover, there was a 
general indisposition to hold Greeks as slaves. (Philostr. Apoll. VIII, 7, 12.) 
The case cited in Demosth. adv. Nicostr. 1249 if., is all the stronger on this 
account 

^ Under Cleomenes, many purchased their freedom witli their own means. 
Plutarchy Cleom. 23. At an earlier period, men like Lysandros, Gylippos, 
Kallikratidos had belonged to a class composed of the children of slaves 
brought up as citizens. 

» Cicero^ pro Murana, IX, 22. 

• Think of the subterranean ergastula^ the fettered door-keepers and the 
gladiatorial exhibitions. 

' Even from the time of PlautuSy the servi honestiores were wont to keep vi- 
carüfSf or subordinate slaves. Plaut, Asin. I, 4, Seneca De Tranq. Anim. 8. 
Compare Cicero^ Parad. V, 2. Of the slaves of the state, the public scribes 
"were sometimes found in excellent circumstances. 

•The peculium was fully developed in the time of Plautus and Terence. 
Compare Tereut.^ Phorm. I, i. It was customary to promise slaves their 
fireedom as soon as they had acquired a certain peculium. (Dionys. Hal.^ 
Antt. Rom., IV, 24. Tac, Ann., XIV, 42.) Humane masters permitted 
their slaves to dispose freely of their peculium by will. (Plin.^ Ep., VIII, iG.) 
There were many of the Romans who gave their slaves a fixed salary, from 
which they could make savings. (Scnec.^ Epist., So, 7.) Shepherds raised 
fome sheep for themselves alone. (Plaut. ^ Asin., Ill, 1, 36; Varro^ R. R., 
I, 17, 7.) Premiums were offered for certain products (Athen.^ VI, 274 d), 
and there were cases even in which businesses were farmed out to slaves. 
(Corp. Inscr. Gr., No. 4,713 f) The servi publid had the right to dispose of 
the half of what they owned, by will. ( Ulpian^ XX, 16.) Contracts of loan 
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emancipation became much more frequent in the later repub- 
lic; so much so, that Augustus considered it necessary to pass 
laws taxing frivolous emancipation. (L. Adia Seniia and 
Ftiria.) • Where men like Terence, Roscius, Tiro, Phaedrus 
and the father of Horace rose from the condition of slav- 
ery, the treatment of slaves cannot have been entirely brutal- 
izing.^® Under the emperors who oppressed the free citizens, 
legislation was directed more than ever towards the protec- 
tion of the slaves." Instead of permanent slavery, a condition 
of things was introduced and became more general every day, 
one in w hich the bondman might contract a legal marriage, 
have property of his own, and in which he was protected 
against an arbitrary increase of the quota he had to pay his 
master, whether in money or produce, although he still re- 
mained bound to the land. This class was formed not only of 
the orighiarii\ or those bom into it, but also of a large number 
of impoverished freemen, barbarian prisoners of war etc."^^ 



were sometimes made between master and slave. (Plui^ Cato, I, 2Z, L., 49, 
§ 2, Digest, XV, I.) 

'Compare Tadt.^ Ann., XIII, 26 seq. During the time from 356 to 211 
A. C, it seems that there were, on an average, 1,380 slaves emancipated 
yearly. (Lhireau de la Mallcy Economie polit des Romains, I, 290 ff.) 

'<* Concerning the highly educated slaves of Atticus, of the like of whom 
the Greeks had formerly few examples, see Drumann^ Geschichte Roms., 
V, 66. The high prices, 100,000, and even 200,000 sesterces, paid for slaves, 
suppose a very high degree of education. (Marital^ I, 59; III, 62; XI, 70; 
Seneca^ Ep., 27.) But even Cicero was ashamed of his affliction over the 
death of an exceptionally clever slave. (Ad. Att., I, 12.) 

" At an earlier period, even the censor had punished. cruel masters. But 
most of what was done to prevent the arbitrary condemnation to death of 
slaves, their castration etc., and to give them rights against their masters for 
libidinous acts towards them, for cruelty and insufficient support, or the fur- 
nishing them >vith bad food, was done after the time of Hadrian. (Compaie 
Scueaiydiii Benef., Ill, 22; de Ira, III, 40, Sueion.^ Claud, 25, Dom., 7; Sfixr- 
iian.y Hadr., iS; Gatus, I, 53; L., i, § 2, Digest, I, 6; L., i, § 8, D., I, 12; L., 
I, § 2, D., XLVII, 8; L., i; Cod., IX, 14; Contra, see Dio Cass, I, V, 17.) 
However, the vi/(C nccisquc foiesias existed in the time of Justinian. (Zim* 
;//rr;/, Geschichte des röm., Privatrechts, I, 2, 661 ff.) 

^^Salvian, De Gubern. Dei, V, 8. Thcod,, Cad. V, 4. EnmerUs^ Paneg 
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SECTION LXXVI. 

(APPKKDIX TO CBAPTXB IV.) 

THE DOMESTIC SERVANT SYSTEM. 

In most countries the serv'ant system developed itself grad- 
ually out of serfdom, or of some condition of tutelage analo- 
gous thereto. This is seen most clearly in the long continuance 
of forced service, by which the subjects of the lord of the fee 
were compelled to allow their children to remain in the court 
of the lord as servants, either without any remuneration what- 
ever, or for very low wages fixed by long continued custom.^ 
Here, also, belongs the right of correction, so generally ac- 
corded to masters in former times. In the higher stages of 
civilization, the whole relation is wont to be resolved more and 
more into freedom of competition; and this process is wont to 
take place earliest and most strikingly in the cities. Where 
vast numbers of men are brought together, demand and sup- 
Coast. 8, 9. TrcbcH^ Poll. Claud., 9. yustin. Cad., XI, 26, 47. Compare v. 
Savigny^ Ueber den römischen Colonat. Berliner Akad., 1822-23. 

"The figures given in At/ten.^ VI, 103, concerning the number of bond- 
men in Greece are almost incredible. For Attica alone, the estimates vary 
between iio^ooo (Lctronncy in the Mem. de I'Acaddmie des Inscr., 1S22, 192, 
ff.) and 400,000 (Athen. 1. c), while the free men arc estimated at from 130,000 
to 150,000. In Rome, during the time fiom the e pulsion of the kings until 
the destruction of Carthage, the number of the slaves remained about the 
same, ('^^«r, State of Slavery among the Romans, 1833, 10, 15.) On the 
other hand, Durcau dc la Malle is of opinion, that in 576 B. C, the number of 
slaves was to the number of free men as i to 25, and in 225 B. C. (including 
the metics), as 22 to 27. (Economic polit. des Romains I 270 ff., 296.) Com- 
pare Ca/ö, de Re. rust. I, 3, IV, X, i XI; i, XVII, XVIII, i. In Germany, 
the number of bondmen, from the eighth to the tenth century, was estimated 
to be at least as great as that of free men. (Grimm^ D. RechtsalthcrthUmer, 
334.) Among the Anglo Saxons, before the Norman conquest, it was much 
higher, even three-fourths of the entire population. (Turner^ Hist, of the A. 
S., VIII, 9.) Compare on the subject of this whole chapter my paper in the 
Archiv, der polit CEkonomie, N. F., 1 V, 30 ff. 

1 KlÖntrupp^ Abhandlung der Lehre vom Zwangsdienste, 1801 . Frequently, 
the lord had only a right of preference in case the children of the tenant de- 
sired to abandon the parental roof and take service elsewhere. 
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ply of services meet most easily. The nearer in the course of 
this development the servant system approaches to piece-wages 
and day-wages, the shorter does the customary (presumptive) 
duration of the contract last ,* the more voluntary is the period 
of leave-taking by both parties;^ the more does the entire re- 
lation tend to be limited to single acts of service agreed upon 
in advance (§ 39), and the more frequently do both parties en- 
deavor to supply the place of the domestic servants by work- 
men who receive wages and live outside of the family.* The 
extreme of this direction at present is the servant-institutes in 
cities, the more movable and more democratic character of 
which finds expression in this, that they have extended the 
use of personal services to a lower circle of consumers than 
could previously have thought of emplojang them. In Eng- 



* In Adam Smith's time, in England, the presumption was that a servant 
had been hired for a year. (I, 2, 15 ed., Bas.) Frederick the Great's ordi- 
nance of 1769, on this subject, forbade any one to enter into service for a 
shorter time than this (II, § i ff.), while the Saxon ordinance of 1S35, on the 
same matter, allowed engagements by the month, in cities. Darjcs^ Erste 
Gründe der Cameral Wissenschaften, 2d ed. (1768), p. 432, demands that ser- 
vants should always hire themselves for at least four or five years, and that 
their masters should have, during the whole of this time, the right to enforce 
the contract. In North America, however, service by the month has become 
customary and general, and no notice of tl«; dissolution of the contract is, as 
a rule, required. (Deutsche Vierteljahrsschrift, 1853, II, 191.) In Switzerland, 
contracts for service by the week are frequently made even by countrj' serv- 
ants. (Bohmcrt^ Arbciterverhh^ II, 157.) 

^In the south of England, farm hands were used to change service only at 
Michaelmas. The choice of such a date made farmers very dependent on 
them, as it fell in harvest time. (Marshall^ Rural Economy of the Southern 
Countries, II, 233.) A similar complaint in Cleves. (Sckwerx^ Rheinisch- 
westphälische Landw., 21 tf.) In Jülich, a half year's notice was required, 
during which time the servant who had received it, performed his work \ni\x 
disgust, and stirred up his fellow servants against their master. (Sckivtr:^ 
11, 87.) 

* The families of day laborers, to whom the owner of the land gives the 
u<>e of a house, small garden, a cow etc., constitute such a transition; and 
also, workmen who are ted. In Brandenburg, in 1644, only married persons 
or >\idüwers with children were iKrmitted to work as day laborers. (Aiy- 
lius^ C. C. MarcM,, V, i, 3, xx.) 
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lish agriculture this transition was completed mainly in the 
t-hird decade of this century. The change was unquestionably 
favorable to the improvement of the art of agriculture, but it 
^vas frequently damaging to the social relation existing be- 
tween the rich and the poor in the country.' In Germany, the 
sale of the public domains, conscription and Landwehr duty 
liave operated in this direction.^ Hence it is, for instance, that 
in Prussia, the servants, in 1816, were 15.18 per cent, of the 
entire male population over 14 years of age, and 17.84 per 
cent, of the entire female population over 14 years of age. In 
1861, on the other hand, there were only 11.88 and 12.93 per 
cent., respectively, while the number of day laborers and work- 
men, in the same time, increased from 16.29 P^^ cent, males, 
and 10.87 P^r cent, females, to 20.95 and 16.65 per cent., re- 
spectively.' In most civilized coimtries, the grade of society 

* Wakefidd^ Swing Unmasked, or the Causes of rural Incendiarism, 1831. 

• By means of the former, the number of independent small householders 
was much increased in the country. Masters feel indisposed to hire young 
men liable to be subjected to military duty, because they may be called away 
at the moment their services are most needed. The returning soldier, as a 
nile, feels above doing menial service. (ScJiwerz^ passim, I, 191 ff., 22f^.) 
On this account, servants* wages in Cleves rose much higher than those of 
day laborers. (194.) In Belgium, a farm hand cost, on an average, 400 
francs a year ; a day laborer, counting 300 working days to the year, only 
339 francs. (Horn^ Statist Gemälde, 175.) In the Palatinate, day labtT- 
ers who receive nothing but their wages cost their masters less than those 
who receive only their food ; and servants are the dearest of all. (Hanssat^ 
Archiv der Politischen CEkonomie, N. F. X, 243.) If servants were rela- 
tively more poorly paid in 1813 than day laborers (Lotz^ Revision, III, 147), 
it was because of the at least temporary retrogression of civilization which 
every great war causes. 

^ Emgdy Preuss. Statist Jahrb., II, 261. Services which contribute to per- 
sonal convenience are naturally committed much less frequently to inde- 
pendent day laborers than those which aid in production proper. Hence it 
is, that, as civilization advances, house-servants, especially of the female sex, 
constitute an ever-increasing portion of the total number of servants. In 
Prussia, in 1816, the number of servants who ministered to personal comfort 
was only 4.19 per cent of the total number of servants engaged in industry; 
of female servants, it was 13.4 per cent. In 1861, on the other hand, the 
percentages were 84 and 37.2. In Great Britain, of the total number of 
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from which servants are recruited grows lower and lower as 
the spirit of independence extends to the deeper strata of hu- 
manity.8 

The servant class may continue a long time yet to be a 
school of development for those of the lower classes, who, ripe 
in body, are not intellectually independent; just as the dutj' 
of bearing arms has been a school of improvement for all male 
youth. Life-long servants are as seldom to be desired as life- 
long soldiers. 

In most places, the long transition period from complete 
bondage to free competition was governed by a police system 
of wardship, which was very imfavorable to the servant class. 
Such especially was the provision that all young people of the 
lower classes, who could not expressly show that they were 
employed under the paternal roof or at some trade, should be 
compelled to seek some outside or inland work;* such also 
was the strict prohibition of "usurious" wage-claims, and 
the " decoying " of serv^ants from their masters.^^ Besides, a 

servants over 20 years of age, only 2 per cent, were engaged in personal 
services. In 1841, they were 3 J per cent (Mddingcr.) In France, in 
185 1, 2.5 per cent of the whole population were in domcsiidti. (Stat off.) 

8 In England, now more especially, out of farm-hand day laborers: Edin- 
burgh Rev., April, 1862. 

* A chief element in the earlier "organization of labor." So, also, in the 
Magdeburg Gesindeordnung (service-regulation) of 1789. 

*® Saxon Landesordnungen of 1482 and 1543. Cod. August I, 3, 23. The 
Gesindeordnung (service regulation) of Frederick the Great, threatened 
with the house of correction the receivers, and under certain circumstances 
also the givers of wages higher than the fixed rate ofwages;butas a " matter 
of course," the payment of wages less than this was permitted. (V, g 7.) 
Great care was taken that wages greater than the law allowed should not be 
evaded by the payment of arrha or payment in produce. The same law 
forbade the deprivation of the servant of his right to determine the service 
by making of loans to him on long time (II, § 7.) Even v. Berg^ Handbuch 
des deutschen Polizeirechts, calls it a duty of the public authorities charged 
with the protection of property and of the public security, to see to it that 
there be no lack of good servants, and that the public (as if those who sell 
their services were not a part of it) should not be made the victims of exor- 
bitant demands in the matter of servants* wages. y^*g% more humane, de- 



Sec. LXXVI.] THE DOMESTIC SERVANT SYSTEM. 233 

great many provisions relating to servants, and based on views 
belonging to an older economic condition, were intended to 
throw obstacles in the way of farm hands and country serv- 
ants " becoming servants in towns ; and, on the other hand, to 
facilitate the speedy abandonment of service in all cases in 
which the servant desired to marry .^^ All these preferences 
in favor of one class of contractors, and at the cost of another, 
are radically opposed to the modem political spirit. The laws 
relating to servants are wont, in our day, to have but one ob- 
ject, the prevention, by registration with the police, of fraud 
and breach of contract, and of all strife and litigation by the 
legally formulating of the conditions which are very frequenüy 
tacitly xmderstood. 

The ideal of the relation of master and servant is attained 
when it is considered by both as a part of the life of a Christian 
family." Hence, benevolence on the one side and devoted- 
ness on the other, fidelity on both sides, disinterested care for 
the present and future interests each of the other tafiquam 
st(a; and especially for each other's eternal future. Whether 
this state of mutual feeling is best furthered by the patriarchal 
system, by a police system, or by free competition, it is scarcely 
possible to say. It may, however, be affirmed that it depends 
upon a mutual and continued denial of self not easy to attain. 

mands that the authorities shall protect, especially, the weaker party. (Grund- 
lehre der Staatswirthschafl, 1792, 700.) In Prussian legislation, the Silesian 
rescript of March 13, 1809, is the beginning of the new order of things. 
(Rabe^ Samml. preuss. Gesetze, X, 59 ff.) The Obertribunal^ or high court, 
decided, in 1874, ^^^' *^^ bringing back of absconding servants by the police, 
which the law concerning servants of iSio provided for, should not be al- 
lowed to occur any more. 

" Ordinance of the elector of Saxony of 1766, prohibiting the inhabitants 
of cities to take an apprentice from among the peasantry, unless he had served 
at least four years as a farm hand, beginning with his fourteenth year. Sim- 
ilarly, in Prussia in 1781. 

" In Berlin, even before the " populationistischen " period : Fidicin^ Histor. 
diplom. Beiträge zur Gesch. der Stadt Berlin, I, loi. (From the year 

1397) 
"I Peter, 2, 18 flf.; I Timoth., 6, 12; Ephes., 6, 5; Philem., 15 ff. 
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Where it really prevails, all the advantages of the piece-work 
system are obtained in a worthy and organic manner, and 
without its atomistic drawbacks." 

" In the German colonies of Mennonites in Russia, every youth serves a 
few years in the family of some other peasant This is considered a sort of 
school. Wages are of course very large, and the treatment very mild. 
V. Haxthausen^ Studien, II, 185. Southwestern Germany where small landed 
proprietors are many, something very analogous to this continues, (v. d, 
Goilz, loc. cit, 452.) 
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CAPITAL — PROPERTY. 



SECTION LXXVII. 

CAPITAL. — IMPORTANCE OF PRIVATE PROPERTY. 

As human labor can attain its full development, only on the 
supposition that personal freedom is allowed to develop to its 
full economic importance and dimensions, so capital can de- 
velop its full productive power only on the supposition of the 
existence of the freedom of personal property. Who would 
save anything, that is, give up present enjoyment, if he were 
not certain of future enjoyment?^ The legitimacy of private 
property has, since the time of Locke,* been based, by the 
greater number of political economists, on the right inherent 
in every workman, either to consume or to save the product 
of his labor. But it should not be forgotten here that, at least 
in the higher stages of the economy of a nation, scarcely any 
work or saving is possible without the cooperation of society. 
And society must be conceived not only as the sum-total of 
the now living individuals that compose it, but in its entire 

* For a masterly exposition of the doctrine that the right of prescription or 
limitation is related to the politico-economical necessity of property, see 
3^0*» Stuart Mill^ Principles, 3, II, ch. 2, sec. 2. 

* Locke, On Civil Government, II, § 25-51 ; and so Z. Mcndehsohn^ Jerusa- 
lem (1783), 32; Thiers^ Du Droit de la Propri^t^ (1849). 
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past, present and future, and also as being led and borne on- 
ward by eternal ideas and wants.^ 

' Modern writers, in their attempt to find a philosophical basis for the right 
of property, have taken two principal directions, the first a juridical, the sec- 
ond a political one. The axiom, res nullius cedit primo occupanti (compare L. 
3, Digest, XLI, i), explains only the smallest part of the relations of prop- 
erty, and that only because of a very fortuitous circumstance. According to 
liobbcs (Leviathan, 24), property has its origin in the recognition of it by the 
power of the state, by the autoriti publique^ the gouvernanent (Bossuei^ Po- 
litique tir^e de TEcriture, Sainte, L. 3, 4), or as Montesquieu (Esprit des Lois 
XXVI., 15) more mildly expresses it, in the laws. The application of this 
principle would, on account of the extreme changeableness of the laws of 
ever}' state, lead to most extreme insecurity, and to a steady oscillation from 
one Utopia to another, from one revolution to another, if it were not, at the 
same time, recognized that each one had a just title to the acquisitions he 
had made, not because the law, for the time being existing, acknowledged 
the right, but because they were the product of his labor and saving. The 
theory which bases the right of property on contract cannot be objected to 
with as much reason. Thus, Hugo Grotius^ Jus Belli et Pacis, II, 2, who 
even justifies the occupation of things without an owner, on the supposition 
of the existence of an implied contract It is very characteristic of the En- 
glish, that in their political language, the words " liberty " and ** property " 
arc so frequently found in each other's company. In on^ of his classic 
speeches made by Fox in 17S4, he gives a definition of liberty which be- 
gins with the words, " It consists in the safe and sacred possession of a man's 
property " etc. The recent doctrine, not unfrequently to be met with, that 
every man has a right to an amount of property corresponding to his wants 
may be used to sanction all kinds of socialistic inferences. An entirely be- 
wildered and bewildering description is to be found in Proudkon^s Qu'est cc 
que la Propridtd, 1S48, as the precursor of which Brissots Recherches phil- 
osophiques sur le Droit de Propriöt^ et le Vol, may be considered. In me- 
dieval times, there are always a multitude of other titles to property besides 
production and saving. The title which is held in highest esteem for the 
time being is always because of this very extreme vis-a-vis of all other 
titles, strengthened and made general. 
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SECTION LXXVIII. 

SOCIALISM AND COMMUNISM. 

In opposition to this, the idea of a community of goods has 
found favor, especially in times when the four following con- 
ditions met:* 

A. A we/Mcfified confro^Uation of rich and -poor. So long 
as there is a middle class of considerable numbers between 
them, the two extremes are kept, by its moral force, from com- 
ing into collision. There is no greater preservative against 
env)' of the superior classes and contempt for the inferior, than 
the gradual and unbroken fading of one class of society into 
another. S-pcrate miser i^ cavde fclicesi In such a state of 
social organization, we find the utmost and freshest productive 
activity at every round of the great ladder. Those at the 
bottom are straining every nerve to rise, and those higher up, 



' The word socialism brought into use by L. Reybaud is as ambiguous as 
the word communism is simple and intelligible. But most socialists agree 
that actual " society " (which is indeed to be distinguished from the state) is, 
together with its foundations, the existing relations of property and the 
family, entirely wrong. A radical reconstruction, they say, is needed to 
remove forever the chief evil of this system, viz. : the glaring difference be- 
tween the rich and the poor, the educated and the uneducated. The differ- 
ence between the doctrines of the socialists and of Political Economy does 
not, by any means, consist in this, that the former concerns itself more with 
the welfare of the lower classes, or even that it gives wider scope to econ- 
omy in common. But socialism is, indeed, a living or housekeeping in 
common (Gtmeinvnrthsckaft)y which goes far beyond the feeling for the com- 
mon interest ('(xewieiiMi«»/ Such economy in common is always opposed to 
freedom, and, at its first introduction, contrary to law. It can guaranty no 
compensation to those who have suffered from violence or force, because it 
leads to a thoughtless and wasteful exhaustion of the nation*s resources, in- 
asmuch as it weakens the incentive to industry and frugality. Political Econ- 
omy, on the other hand, recommends an exprof nation when the incentives 
to industry and frugality are thereby strengthened; and the increased re- 
sources thus obtained serve it, as full compensation to those whose property 
hat been exfrofriaied. 
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not to fall below. But where the rich and the poor are sepa- 
rated by an abyss which there is no hope of ever crossing, 
how pride on the one -side and envy on the other rage! and 
especially in the foci of industrj-, the great cities, wehere the 
deepest misery is found side by side with the most brazen- 
faced luxury, and where the wretched themselves conscious of 
their numbers, mutually excite their own bad passions. It 
cannot, unfortunately, be denied, that when a nation has at- 
tained the acme of its development, we find a multitude of 
tendencies prevailing to make the rich richer and the poor, at 
least relatively poorer, and thus to diminish the nimibers of 
the middle class from both sides; imless, indeed, remedial in- 
fluences are brought to bear and to operate in a contrary 
direction.* 

B. A high degree of the division of labor ^ by which, on the 
one hand, the mutual dependence of man on man grows ever 
greater, but by which, at the same time, the eye of the uncul- 
tured man becomes less and less able to perceive the connec- 
tion existing between merit and reward, or service and re- 
muneration. Let us betake ourselves in imagination to Cru- 
soe's island. There, when one man, after the labor of many 
months, has hollowed out a tree into a canoe, with no took 
but an animal's tooth, it does not occur to another who, in the 
meantime w^as, it may be, sleeping on his bear-skin, to contest 
the right of the former to the fruit of his labor. How differ- 
ent this from the condition of things where civilization is ad- 
vanced, as it is in our day; where the banker, by a single 
stroke of his pen, seems to earn a thousand times more than 
a day-laborer in a week; wehere, in the case of those who loan 
money on interest, their debtors too frequently forget how 
laborious was the process of acquiring the loaned capital by 
the possessors, or their predecessors in ownership. More es- 
pecially, we have, in times of " over-population," whole masses 



* See RoschcTy Betrachtungen über Socialismus und Communismus, Bcr 
liner Zeitschrift fUr Gcschichtwissenschafl, 1845, III, 422 fL 
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of honest men asking not alms, but only work, an opportunity 
to earn their bread, and yet on the verge of starvation.^- 

C. A violent shaking or j[>er flexing of public opinion in its 
rclatiofi to the feeling of Rights by revolutions^ especially when 
they follow rapidly one on the heels of another, and take oppo- 
site directions. On such occasions, both parties have generally 
prostituted themselves for the sake of the favor of the masses; 
and the latter have become conscious of the changes which the 
force of their arms may effect. In this way, it is impossible 
that until order is again entirely established, the reins of power 
should not be slackened in many ways at the demands of the 
multitude. In this way, too, they are stirred up to the making 
of pretentious claims which it is afterwards very difficult to 
silence. In every long and far-reaching revolution, whether 
undertaken in the interest of the crown, the nobility or the 
middle classes, we find, side by side with the seed it intended 
to sow, the tares of communism sprout up. 

D. Pretensiofis of the lower classes in consequetKC of a demo- 
cratic constitution. Communism is the logically not inconsist- 
ent exaggeration of the principle of equality. Men who al- 
ways hear themselves designated as " the sovereign people," 
and their welfare as the supreme law of the state, are more 
apt than others to feel more keenly the distance which sepa- 
rates their own misery from the superabundance of others. 
And, indeed, to what an extent our physical wants are deter- 
mined by our intellectual mould! The Greenlander feels com- 
fortable in his mud hut, with his oil-jug. An Englishman in 
the same condition would despair.* • 

• Vivre en travaülani ou mourir en combattant — the device on the flags of 
the mutinous silk-weavers at Lyons, in 1832. 

* We are so assured by Vauban (Dime Royale, 34 seq.), of the later years 
of the reign of Louis XIV., that nearly -^ of the French people begged, 
that ^ could give no alms, because they were themselves on the very brink 
of indigence; -^ were fori tnalcusis^ embarassds dc dettes ct de froch; 
scarcely one per cent, could be said to h^fort ä Icur mse. How much better 
off is the present Parisian workman ! And yet, at that time, there was not 
the least spread of communistic doctrines. It is indeed seldom that com 
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SECTION LXXIX. 

SOCIALISM AND COMMUNISM. 

(OOVTIVUSD.) 

What has just been said will serve to explain why, in the 
following four periods of the world's history, socialistic and 
communistic ideas have been most widespread: among the 
ancients at the time of the decline of Greece,^ and in that 
of the degeneration of the Roman Republic;* among the mod- 

pletely down-trodden men react against their wretchedness with great en- 
ergy. 

* " If my caprice be the source of law, then my enjoyment may be the source 
of the division of the nation^s resources." Stahl^ Rechtsphilosophie, II, 2, 72. 

* That the socialism of Plato^ De Repub., V, was no mere fancy, is proved 
by the polemic which Aristophanes directs against it in his Ecclesiazuses. 
See also Aristot.^ Polit, II, 2, Sehn. In the contemporary practice of the 
Greeks, with the increasing democratization of the state, it became more and 
more usual for it to bear the expense of the outlay for the means of subsist- 
ence of the great crowd. (See Plutarch^ Cimo, 10.) Every act of public life 
was paid for. Citizens were paid for attending popular meetings three obeli 
per day, while the pay of the soldiers was six, and that of the sailors three. 
(ThucyiL, III, 17; VII, 27; VIII, 45.) The pay of the commonest day lab- 
orer was from three to four oboli per day. Aristopian.^ Eccl., 310, and Poümx^ 
VII, 29. The number of magistrates was very large, in order that as many 
as possible might participate in this species of remuneration. Thus, in 
Athens, when it had only about 20,000 inhabitants, there were 6,000 judges. 
In addition to all this, there were numberless feasts, plays, banquets etc., which 
were offered to the people gratis. The wealthy who were compelled to meet 
all the expense thus incurred, lived in such a state of terror of the populace, 
that they considered their own impoverishment as a species of deliverance. 
(Xenoph.^ Conviv^ 4, and Lysias^ pro Bonis.) Isocrates called it much more 
dangerous to be rich than to commit a crime, since in the latter case one 
might obtain a pardon or a mild punishment (De Permut., p. i6a) (Ly- 
siasy De Invalido, de sacra Olea, seq.) There is little difference between this 
state of things and a semi-community of goods. Only that, indeed, the great 
mass of the slaves were excluded from enjoying them. The contrast which 
somewhat later distinguished the Cynics from the Cj-reno-Epiciireans af- 
fords a striking analogy to that which, in our own times, exists between the 
pure socialists and the worshipers of mammon after the fashion of Doctor 
Ure. Concerning the Utopia oi lambulos^ see Diodor,^ II, 55 ff. 

"* Our sources of information concerning the division of the Roman repub* 
lie into a moneyed oligarchy, and the proletariat are very numerous. Com 
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ems in the age of the Reformation,^ and again, in our own 
day/ 

SECTION LXXX. 
socialism and communism. 

(COSTINVXD.) 

We thus see, that the attempts made by socialism and com- 
munism are, by no means, phenomena unheard of in the past, 

pare infray § 205. The speeches of the Gracchi fe. g. Plut.^ T. Gracchus, 9), 
and still more the violent discourses of Catiline's conspiracy (Sallust^ Cat., 
20» 23, 37-39), remind us very forcibly of the shibboleths of modern social- 
ism. We very frequently meet with the expression of a longing desire to 
return to the most uncivilized and hoary past, when there was no money and 
no wealth — an aspiration which lies at the very foundation of communism. 
Thus Virgil, Geo., I, 125, ff., Tibull. I, 3, 35, ff. ProperL II, 13, III. 5, 11; 
Seneca, Epist., 90; Senec,, Oct II, HippoL, II, 2 ; Plin., H. N. XXXII, 3. On 
the other hand, the practice of supporting the populace at the expense of 
great candidates or of the state, was developed to a very great extent. The 
masses lived very largely by the sale of their right of suffrage to the highest 
bidder. At the election of consuls in the year 54, 500,000 thalers were offered 
to the century called on to vote first. (Cicero, ad Quintum II, 15; ad. A. H. 

IV, 15.) Even Cato had a part in such bribery. (Sueton., Caes., 19.) In the 
social reform of the younger Gracchus, besides the limitation of large land- 
ownership, the principal points were the following: the sale of wheat under 
the market price, but only to the inhabitants of Rome itself; the construc- 
tion of great highways- in Italy ; colonization at the expense of the state, and 
the increase of soldiers* pay. (Ritsch, Gracchen, 392 ff.) The socialistic plans 
of Rullus went much further. Were his agrarian laws put in execution, he 
would have confiscated very nearly the entire country in the interest of the 
poor, and of their demagogues ! (Cicero, De Lege agrar.) Rome twice ex- 
perienced a social revolution of the most frightful character, one by which a 
great portion of all private goods fell into the hands of the property less (sol- 
diers), who knew nothing of how to turn it fo account or to invest it — under 
Sulla, and then under the later Triumviri. (Compare Appian, Bell, civil., 

V, 5, 22.) Complaints concerning the latter, in Ilorat., Epist., 1, 2, 49; Virgil, 
Buc^IX, 28; TibulL I, i, 19, IV, i, 182; Propcrt., IV, i, 129. The elder 
Gracchus had promised compensation to the last possessors. Tabulcc novyx 
of Cinna, Catiline, Caelius, Dolebella. Clodius introduced the distribution 
of wheat, which according to Cicero pro Sext, 25, ate up almost one-fiflh ot 
the public revenues. About 320,000 persons were, in this way, supported for 
a long period of time (Sueton,, Caes, 41, Dio C, XLIII, 21 ; L: LV, 10), but 
only in such a manner as to keep them from starvation. (SaUust, 268 ed. 
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and peculiar to modern times, as the blind adherents and op- 
ponents of them would have us believe. They are rather dis- 

Bip.) To all this was soon added distributions of salt, meal and oil, also free 
baths, numberless public plays, colossal banqueting, payment of one year's 
rent etc. Panem et circenses! (Juvenal, X, 80 seq.) The mere distribution 
of money under Augustus, in which from 2CO,cxx> to 320,000 men participa- 
ted, cost each time from 2,500,000 to 6,000,000 thalers. (Monum Ancyr., 372 
Wolf) Extraordinary assistance was, by way of preference, accorded to col- 
onies of the poor. (Sueton., Caes, 42.) Concerning this entire policy, see 
Plin.^ Paneg., 26 ff. Even in Constantinople, at the time of its foundation, 
large distributions of bread were made at the expense of Egypt, although 
there could scarcely be any real pauperism in that new and flourishing city. 
(Thcod.^ Cod., XIII, 4, XIV 16; Socrat^ II, 13. I can only allude to the plan 
proposed by the emperor Gallien by the neo-platonist Plotin, to found a city 
in which the ideas of Plato's republic should be carried out (Porphyr., V, 
Plotin., 8.) 

* During the two centuries of which the Reformation constituted the mid- 
dle point, the transition from the peasant system of agriculture to the large 
farming system of modern times bore very heavily on the inferior classes. 
Such, too, was the operation of the fall in price of the precious metals. 
(§ 14a) The suppression of the many monasteries caused an increase in the 
>\Tetchedness of the poor; and the numerous poor-laws enacted in England, 
Spain etc., were not sufficient to supply a remedy. The feeling of the peo- 
ple during this period of tribulation found expression in the War of the 
Peasants, in the sect of Anabaptists, in the many reformations and counter- 
reformations, in the revolt of the Netherlands, in the conflicts for the crown 
in France and England etc. In Italy, the contrast existing between the 
moneyed oligarchy and the proletariat had been developed several centuries, 
but from the middle of the sixteenth century, it had become much more op- 
pressive by reason of the universal impoverishment of the country. For an 
account of the pantheistic " Brethren and Sisters of the Free Spirit," with 
their community of goods and of women, see UUmann^ Reformatoren vor 
der Reformation, II, 18 fi*. They were very numerous from the thirteenth 
to the flfteenth century in Italy and France, as well as in Germany, and lead 
us to the Adamites in the Hussite war. (Aschbacky Geschichte K. Sigis- 
rounds, III, 109.) Earlier yet, we have the sect of the Giovannali, who had 
their property and women in common, and who, in 1355, had won the third 
of Corsica, but who were afterwards suppressed by Genoa and the Church. 
( Lcbrctj Geschichte von Italien, VI, 208 ff.) The coarse socialist, yakm 
Balle, bears about the same relation to Wycliffe, that Münzer and Bockholt 
did to Luther. ( Walsingbam^ Hist Angliae in Camden^ ScripU^ 275.) Hans 
Böheim of WUrzburg, 1476, seems to be the direct precursor of Münzer. 
( Ullmann^ I, 421 ff.) It was almost as usual in Luther's time, as in 1848, or 



Sbc. lxxx.] socialism and communism. 243 

eases of the body social, which have affected every highly 
civilized nation at certain periods of its existence. If the 

in our day, to hear of the deep demoralization of trade — the Fuggerci of 
the Germany of the time — and of the universal system of fraud that pre- 
vailed. See the citations in Hagen^ Deutschland's Verhältnisse im Reform- 
Zeitalter, II, 313 ff. MUnzer's fundamental principle: Omnia simul commu- 
nia! Sebastian Franks Chronica, Zeytbuch und Gcschychtbibel etc., 1551, fol. 
VI, 16, 27, 1 16, 194, 414, 433. John Bockholt*s life presents us with a striking 
contrast. While they were bringing his perfumed women, sparkling with jew- 
els, to his rose-covered bed, hung with curtains of gold cloth, on which he was 
reclining, his subjects were a prey to the horrors of famine, to such an ex- 
tent that they were compelled to salt the bodies of children who had died 
of starvation. How frightful the end of this communistic benefactor of man- 
kind ! Libertine community of goods and women. (CaMn, Instructio adv. 
Libertinos, cap. 21.) English communists in the age of the reformation. 
(y, StorVi Comment, on the Constitution of the U. S., 1, 36.) Even under 
Cromwell, there were many Englishmen who believed that farmers were no 
longer obliged to pay rent to land-owners. On the sect of Levellers, see 
WalkeTy History of the Independency, II, 152. Even in Erasmus^ we find 
some sympathy with communism. (Enchirid. milit. Christ, 80.) Contra^ see 
Mdancktkon^ Prolegg. in Cic. de Off., Corp. Reform, XVI, 549 ff. The most 
remarkable systematic works of this period are Tliomas Mar^s^ Utopia, 1516, 
and Campanellds Ci vitas, soils, 1620. Thomas More bluntly says that all ex- 
isting governments are in fact only permanent conspiracies of the rich to 
fiuther their own interests under the mask of the common good, and to de- 
spoil labor. The abolition of money, which should be continued in use only 
to carry on foreign war, would, he contends, remove all misery. There was 
no really private property in his Utopia. There should be a rigid superin- 
tendence of all work by the public authorities, whose duty it should be to see 
to it, Üiat no one should abandon agricultural pursuits. All should eat at a 
common table and dress after the same fashion. Internal commerce should 
give way to a mutual exchange of gifts under the supervision of the state. 
CoMi/aifW/^, besides a community of goods, recommends continually varying 
occupation, to last not more than four hours daily ; education in common, 
especially by means of pictures, popular encyclopedias etc., all under the su- 
preme guidance of a despotism to be composed of the wise, some secular 
and some spiritual, operating through the confessional. Socialists nearly 
always succeed better in the critical part of their works than in the positive. 
Compare i?. Mohl^ Geschichte und Literatur der Staatswissenschaflen, § i, 
165 ff 

* Considering the aversion exhibited against private property by y, J, 
Rousseau^ and the unlimited power which he accords to the majority for 
the time being in the state (Contrat Social, 1761, 11^ ch. 4), it cannot 
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body be too weak to react healthily and curatively (§ 84), the 
evil is very apt to lead to the decline of all true freedom and 

be denied that his freedom and equality contain, to say the least, germs of 
communism by no means insignificant Bot, he would, in the present state 
of civil society, have a feeling of respect for the rights of property implanted 
in the mind of the child very early, and even before the feeling of liberty is 
developed. (Emile, 1762, Livre II.) About the same time Morelly published 
his Basiliade ou Naufrage des lies flottantes, 1753, a political romance in the 
interest of communism. See the same author's Code de la Nature, 1755. 
Mabfyy in his two works, Doutes proposes aux Economistes, 1768, and La 
Legislation ou Principesdes Lois, 1776, recommended the abolition of all ine- 
quality and a real community of goods. The introduction of property seems 
to him, unefaute qtCilitait presque impossible de faire. Even Beccaria calls 
property a dreadful but perhaps a necessary right which has left to the im- 
fortunate nothing but a naked existence. (Dei Delitti e delle Pene, 1765, cap 
22.) The French Reign of Terror came pretty near carrying these ideas into 
effect We need only refer to the abolition of the census, the payments made 
to the workingmen who attended the section meetings, two francs per diem, 
the enormous extension of confiscation, requisitions and forced loans, the 
revolution effected in the fortunes of individuals by the system of issuing as- 
signats, the maximum aftixed to the price of all the necessaries of life, the 
abolition of indirect taxes, and of what remained of the economic institutions 
handed dawn from the middle ages. According to St. Just: V opulence est 
unc infamie; il ne faut ni riches ni pauvres. The Cahier des Pauvres de- 
mands, first of all, that salaries " should no longer be estimated in accord- 
ance with the murderous principles of unbridled luxury." See Forster's letter 
dated November 15, 1793. (Sämmtl. Schriften, IX, 125.) On the conspiracy 
of Baboeuf, who was executed in 1796, and who wanted to see the completest 
equality and community of labor, of enjoyment and education, the abolition 
of large cities etc., see Buonarotti^ La Conjuration de.B., 1821. This book 
contributed powerfully towards the revival of communistic ideas after the 
July revolution. Among modern communists who are to be distinguished 
from the more ancient, especially by the industrial coloring given to their 
theories, Cahet^ Voyage en Icarie, 1840, II, holds a very prominent place. 
He declares the abolition of religion, of the family and of the state, to 
be open questions, and desires to bring the practice of a community of 
goods to a successful issue only through the peaceful channel of convic- 
tion. 

Qom^2ixe Reyhaud^ Etudes sur les R^formateurscontemporains ou Socialistes 
modernes, 1840. L. Stdn^ Der Socialismus und Communismus des heuti- 
gen Frankreich. See, also, the learned history of socialistic systems in 
Mario's Weltökonomie, I, 2, 435 ff. ; and in what concerns the most recent 
time, /?. Meyer, Der Emancipationskampf des vierten Standes, II, 1874, seq.: 
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order. The communist, viewing all other things, especially 
the organization of the state, only as instruments to supply 
his material and absolute wants, considers the liberal either as 
a fool who is ever pursuing the phantoms of the brain, or as a 
knave who covers his own selfishness under the mask of the 
public welfare.^ Hence the adherents of communism are sat- 
tisfied with any form of government which seems to offer 
them most, and this a ruthless despotism can do, at least, for the 
moment. And, although they are ever ready for any revolu- 
tion in the form of government, and easily to be won over to 
it, they are most readily captivated by a despotic revolution. 
On the other hand, when commimism seriously threatens all 
that constitutes the wealth of a people, the owners of that 
wealth are compelled to fly to any refuge which holds out the 
promise to protect them from it, although by seeking that 
same refuge they may destroy their own political freedom.^ 
The Achean league, which imder the leadership of Aratos, the 
** enemy of tyrants," had come into existence, promising so 
much hope, beheld itself later, and mainly through fear of the 
contagious effects of Spartan socialism under Cleomenes, com- 

a book which, in spite of its many defects, both doctrinal and journalistic, is 
as rich in thought, and in the knowledge of the subject it treats of, as it is 
permeated by a love of truth regardless of consequences. Among the op- 
ponents of socialism and communism, Malthus^ On Population, B. Ill, ch. 3, 
and B. Hildehrand^ Die Nationalökonomie der Gegenwart und Zukunft, vol. I, 
1848, hold a very distinguished place, y. S, Mill^ Principles, II, ch. i, 3, 
calls attention to the fact that hitherto the principle of free property has 
never been consistently carried out. The first social arrangement of modern 
society was almost everywhere the result of conquest and violence, large 
traces of which yet remain. Things have always been made property which 
ought not to be property. Governments have endeavored to intensify the 
darkness of the dark side of property, and favored the concentration instead 
of the diffusion of wealth etc. Hence, no one can claim that the social 
wrongs, so-called, had their origin in property as such. Sckäfflty Kapitalis- 
mus und Socialismus, 1870, has made a very note- worthy effort to recognize 
whatever of truth there is in socialism, and to combat its errors. 

* Saint Simon's reproach to the liberals, that their fundamental principle 
was: $te-toi de Id^ que je m^y mette^ is well known. 

* Compare Malthus^ Additions to the Essay on Population, 18171 IV, ch. 7 
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:'ii exist, each participant in the com- 

.1 rule, seek to do the least and enjoy 

: ! a society of one hundred thousand 

. .■■. I ml., II. 8. BdlcrmaHHy Gescliichtliche Nach- 
> ! ^ji.^ In inuny monaätcrics, there has been and 
. .ii" y<KKl!>. There was once a singular contest on 
.i.iwcen the Minorites and the Pope, in the time ot' 
II Minorities claimed that property was a thing, %>o 
-. ii, liiat even food, at the moment of eating it, did not 
■: L:-,in^ it. The Pope taught on the other hand, that even 
., --'k'» possessed property, part personal and part in com- 
.. Ann. wcl., XV, 241, 2S5 IT.) Community of goods of the 
' I i)f the Brothers of Common Life,ailcr the manner of the 
I .1 much higher kind. ( £/7///mm», Reformatoren v. d. Reform, 
; iic rir^t bcttlers of New Haven, Connecticut, held their projHjrty 
ii. Land was divided among families in proportion to the number 
. ' in them, and of the number of cattle they had brought with them: 
.;lcis and purchases were made on account of the whole community. 
• 111 Massachusetts during the first seven vears of the colonv's exist- 
t EMiMff^ Geschichte und Erdbeschreib, der Vereinigten Staaten, II, 
'• .^^57-) HcrrnhHt community of goods in Pennsylvania, from 1742 to 
.- i.lmt which was done away with when the number of colonists became 
• ^reat. (Ebcliugy IV, 717.) Community of goods of the Shakers and Lu- 
.cran Rappers. (Buckingham^ Eastern States, II, 214, 427. Prinz Xcuzvicdy 
i<eise in Nord Amerika, 1, 136, ff.) Russian sects with community of goods». 
' :•. UttxikauseHy I, 366, 407.) liarlcsSy christliche Etliik §50», distinguishes very 
weil between the "anti-christian" and **pseudo cliristian" stand |X)int, from 
which it is sought to establish the doctrine of a community of goods. Thc 
Christian view of this subject (compare Ephcs., 4, 2S, I ; Tliess., 4, 11, II, 3, 12 ; 
Matth., 6^ 24; Pet 4, 10; Matth., 26, 7-1 1) is accused of hypocrisy by many so- 
cialists. It is very easy, they say, when one is himself in comfortable cir- 
cumstances, to represent to tlie poor that their poverty is a school for heaven, 
and to preach a contempt for riches etc. They entirely iorget, that the lir>t 
promulgation of the Gospel was made at a time when the worst kind of pau- 
perism prevailed ; and that even the Master Himself, and the greater number 
of His Apostles belonged to the lowest stratum of society. Lnkt^c^ 58. Many 
of the Fathers of the Church, however, in their exhortations to lx*nevolence, 
used language in which modern Socialists have found a rich mine which 
they have sedulously worked. ^Compare Villcgarth'Ue^ Histoire des Idees so- 
ciales, IS46, 6x ff.) 

^ Even Aristotle savs that what is common to manv is a matter of little 
concern to any one. (Polit, II, 1.) Bastiat remarks: "We compete to-day 
to see who works most and best Under another regime, we should emulate 



24G 



PRODUCTION OF GOOIV 



I. L'li. V. 



pelled to unite with the Macedonians, t' 
selves up entirely. (§ 204). 

SECTION LXX 

COMMUNITY OF f: 

We now, for the present, turn our 
revolution, destructive of all civili/. 
sarily precede the establishment ui 
and inquire what would be the con> 
("gods and sons of gods" of Plaiv 
munity of goods might, perhaps, 
jury. And so, too, it might l'-n' 
the other by the bonds of the t- 
model family is accompanied 
goods.* But in more extensi. 
is never found except as an en 
ious enthusiasm, which, as a 
of which the Acts of the ^ _ 
aflbrds us the best know- n r. 



. :v>ulls of 

:lu' extent 

..it is, pracli- 

fXjK'nd itself 

::iinunily pro- 

Aiivs be delri- 

::viduals of the 

-y in exceptional 

.Tfore him, reconi- 

. _<e the place of the 

. ^.d a check on con- 

^rjion of its workings, 

■j-T cases in which the 



* The travaiUeurs ^gulitaircs w ' 
and the miniätry, but also the T ' 

'As soon, indeed, as this truo 
munity of goods even there d 
the Ix'tter party by the worse. 

' The community of good^ « * 
citeil and extolled ( yames, T. • 
ship (Acts IV, 32), nnd, tliroi 
least of all, a rig^ki which thr 
munity of goods produced r 
salem. Hence, Paul had c** ' 
however, anywhere c»t 
Corinth., 16, i.) Compare 
Ecclesia Hierosol., in hit 
to whether Barmabas (J 
ad Diognetum, 5. Fur ** 
economic groundft| mi 
mens Rom. c. 2 C 1 



.. va^K." (Harmonies Econ., 
.« 2. :öil, gave up the system 
.^ ^ such work was performed 
* 3«e workmen as formerly 
;k-W, History of tlie United 
among men both steady 
had sacrificed so much, a 
by famine. A change 
3 3b:j with the introduction of 
in 1624 by the rij^ht 
colonics of Algeria, also, 
^ A begged, at the end of a year, 
c- ^ reason that it was good for 
colonists were all powerful 
» order and service in common. 
with pay and food. ComjKire 
June I, 1848. "The French 
^^ficr in common, have nearly all 
je» DAats, Feb. 3, 1S51. In the 
(«riteSi founded between 1S4C) atui 
«r«rfr»obnr/?, October, 1S55, 205 tT.) 
s considered the task which thcy 
E shelter, as villeinage in the uor^t 
^, Nocdamerikan. Reise, V, i ^ 
« socialists to continue the propri- 
ic consistent they should give Ivith 
Compare Kinily, Ueher Socialis- 



IS« 



MfY OF GOODS. 249 

' s sentence of death on the violators of 
■ Ä matter of fact, the Münster Anabap- 
i.ishiiig witli death every transgression 
: ■ ■iTt^epts.*' If, in a community in which 
iiiiminism were rigorously carried out, all 
njoyments of life were equal, and equally 
■ '• the ideas of the crowd, men like Thaer, 
■iliers of their class, who now provide bread 
:lMjiisands from their studies and laboratories, 
.il)le, at most, with a rake and shovel, to provide 
i nr four. The division of labor, with its infinite 
: loductive force, would, for the most part, cease. 
: !he consequence be that the humbler classes would 
: <Mn work of a coarse, mechanical, unintellectual and 
.iiHv; but that the higher classes w-ould be dragged 
■ ' ' engage in it likewise. And what an increase there 
')L' in the number of consumers at the same time! 
Mian would, with a light heart, follow the most impe- 
^ «if human impulses if the w^hole community were to 
:« ite his children. But we have seen that a community of 
»'is is desired most urgendy in times of over- population, 
\ ik:o, here it would make the evil greater yet, by increasing 
'iisnmption and diminishing production. 
Where there are now one thousand wealthy persons, and one 
iiuiulred thousand proletarians, there would be, after one gen- 
n;ition, no one wealthy and two hundred thousand proleta- 
rians. Misery and want would be universal.' For the purpose 

• It would not be entirely fair to take a partisan view of the ateliers nation- 
cHx of 1S4S, and claim (hem as a practical refutation of S'xMalistic Utopias, 
^ince no serious experiment was made with them. Compare E, 'rhomusy 
llistoire des Ateliers nationaux considdrds sous le double Point de Vue polit- 
ique et social, 1S48. 

' Socialists generally overlook the fact, that the greater number of enjoy- 
ments from which the poorer classes are excluded, by the right of property, 
would not exist «at all were it not for that very right. (S/i/f/cr, Politik, 356 ft'.) 
This remark may also be made of Hugo's ingenious objections. (Naturrecht, 
§ 20S ff.) One of the most effective pieces of socialistic declamation it 
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SECTION LXXXII. 

THE ORGANIZATION OF LABOR. 

Most theoretical adherents of the doctrine o£ a community 
of goods, feeling ^ more or less the weight of the above ob- 
jections, have supplemented it with the idea of an organization 
of labor ^ or the centralized superintendence of all production 
and consumption, either by the government already existing, 
or by one to be created anew. Such a government would be, 
of course, a despotism such as the world has scarcely yet seen, 
a Caesaro-Papacy, usurping both the place and power of Father 
of the universal Family.^ But the evils mentioned above 
would be entailed none the less. Everj'' incentive which now 

' According to Umpfenbach^ Nationalökonomie, ^oi, where a community of 
goods obtains, there can be but the alternative, viz. : whether each person or 
each family shall receive just the same amount. (The former would be more 
in harmony with principle, but what an over-population would be the conse- 
quence !) Precisely so, too, if each person were to come and take his own 
portion (anarchy !), or if it were parcelled out to each by a board of distrib- 
utors (despotism !). 

' This expression came into vogue, principally, through L. Blanc^ Organi- 
zation du Travail (1S41), the leading ideas in which work are the following: 
The suppression of competition by the establishment of state industries; 
equality of remuneration for labor; equality and legislative determination of 
the rate of interest ; the choice of superintendents by the workmen. With 
many modern socialists, the shibboleth is not so much liberU as solidariU. 
Besides, /Vf^/rV Naturrecht (1796), and his geschlossener Handclsstaat, are, 
without doubt, among the most remarkable works favoring an " organization 
of labor." They aim at the destruction of the present social system, which, at 
most, needs only to be reformed and rejuvenated; and to galvanize the dead 
body into a new and different life (Medea's magic cauldron!). Compare 
Corvajit, Bancocrazia o il gran Libro sociale, iS4a 

• Cabct's Icarian colony in America numbered 298 adults and only 107 
children. Yet spite of this condition, so favorable to production, it did but a 
very sorry busmcss. Its government was very similar to that of a house of 
correction or a penitentiary. Even in religious matters, spite of all pretended 
toleration, those members who did not agree with Cabet were described in 
the official weekly paper as des infatnes oh des aveugles. (D. Vierteljahr»- 
ichrift, 1855, October, 205 ff. 
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moves man to industry or frugality would disappear, and noth- 
ing remain but universal philanthrophy ; or, if you will, but pat- 
riotism, virtues which are not wanting even now. Even guard- 
ianship of the government newly created would be carried on 
in a very loose manner; for it would be exercised without any 
feeling of personal interest, even in the most favorable case 
supposable. It is well known and easily understood, that 
state industries are never engaged in, in the long run, with the 
same zeal, nor crowned with the same same success, as com- 
peting private industries. It is well known, too, how intimate 
the connection is between the political freedom of a people and 
their economic production ; that, for instance, England's greater 
wealth, as compared with that of Turkey, depends, most 
largely, on the freedom that obtains in the former country 
and the servitude that prevails in the latter.* And we may in- 
quire just here, what the result would be, if the despotism of 
government should go ten times farther that it has ever gone 
in Turkey, when, moreover, the despot who led the state, was 
not an individual with his few officials, but the whole crowd, 
with its million eyes and million hands. It would, practically, 
be to give every producer an escort of a policeman and a rev- 
enue agent, as if he were a prisoner. 

And where would be the gain? A division of wealth 
which would seem unjust to many would exist now as weU as 
before, because the idle and the unskillful would receive the 
same reward as the most industrious and skillful.* The op- 
position of one class of society to another, so much complained 

*An eastern sage says, that land possesses the ideal of legal security 
through which a beautiful woman, decked with pearls, might travel without 
danger. What would such a sage say of a European country, in which even 
orphan children have their property not only preserved to them, but find it 
increased from having been placed at interest, as soon as they reach their 
majority ? (Barrow.) 

* "The equality of communism is the worst species of inequality, because 
it guaranties to one for two hours of poor labor as much as it does to an 
other for four hours of good work.*' (Bastiai^ Harmonies ^conomiques, 
ch.a) 
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f, would continue. The only difference would be, that 

A^vhereas, it now comes from the weak, it would then come 

£rom the strong.* Compulsory association is certainly more 

prolific in strife and crime than is a state of society in which 

everj'body manages his own affairs. 

A journey on foot, in company with others, is allowed, on 
all hands, to be a very good test of friendship. But, a com- 
munity of goods would, in the strictest sense of the word, 
be a journey on foot through the whole of life with number- 
less "friends." Here, every one would believe himself enti- 
tled to possess whatever pleased him. And, who would de- 
cide; since so many communists preach the dissolution and 
extinction of all government, and the reign of anarchy? Be- 
sides, there can be no doubt, that the difference of human 
talents and human wants, would soon, spite of every law, lead 
to a difference in property again. Hence, that first revolution 
would have to be repeated from time to time — a real Sisyphus 
labor! No sooner have the bees produced anything, than the 
drones come, and divide anew ! 

SECTION LXXXIIL 

THE ORGANIZATION OF LABOR. 

[COKTINUKD.] 

Experience, however, teaches us, that, in all the lower stages 
of civilization, a community of goods exists to a greater or 
lesser extent.^ The institution of private property has been 
more fully evolved out of this condition of things, only in pro- 
portion as well-being and culture have been developed as cause 
and effect of such well-being. Thus, among most nations of 
hunters and fishermen, the idea of private property was un- 

^Proudkon, Qu'est-ce que la Propri^td, 283, says, very justly, that "a com- 
munity of goods is the spoliation of the strong by the weak." 

' Called a negative community of goods, by Zacchariä^ Vierzig Bücher vom 
Staate, IV, 146, in contradistinction to the positive and universal community 
of gain, as desired by the communists. 
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known when these nations were first discovered. This is, 
indeed, very natural. Their chief spring of production flows 
as if of itself, apparandy inexhaustible; and the hunter can 
hardly think of such a thing as saving any of his booty.' And, 
among nomadic nations, the land is a great meadow held 
in common; and the industry of plimder is considered, as 
it is in all inferior stages of civilization, especially honora- 
ble.* The cofi^uistadores of Peru foimd there something very 
like a community of goods, under the despotic guardianship 
of the state, viz.: a yearly di\'ision of aU lands among the 
people, in proportion to their rank; the cultivation of these 
lands in common, imder the superintendence of the state, and 
to the sound of music. But, at the stage of civilization that 
Peru was then in, land is about the only resource possessed. 
The results were the usual ones. A coimtry like Peru, with 

■ Community of goods and of women among the Ichthjophages on the Red 
Sco, who lived in caves, went naked for th« most part, plundered all ship- 
wrecked people, and never reached an advanced age. Diodor.^ HI, 15 ff- 
i\n//., Maris Erythr., 12. Concerning the Scythians, see Strabo^ VII, 300; 
the S|mniunl», /Vir/tfrri, Marius, 6; the R hctian s, Z>ib Cass. LIV, 22; the 
'l>il»lli, Isfcr^ Pviath., S ^37; the Kilid, ^cac/., Empir. Pyrrh. Hypot III, 
34. Community of goods among the Caribs who performed all their work 
ill common, und had, at least in the case of males, a common table and 
ciMiimon stores with supplies. (Pctr. Martyr^ Dec. VII, i. Rochefort ^ II, 
c. K». B, ICiluttrtis, History of the West Indies, I, 43 ff.) Among the Kus- 
kv>v^imcrtt of Russian America, all the able-bodied men of the tribe live to- 
fcjvlhcr. ( i\ H'ramj^ril^ Nachrichten, 129.) Among the inhabitants of the 
Aleutian inlands at least in times of scarcity of food, the produce of the 
ti>hci ic»» i» dividinJ according to their need. ( V. Wningcii^ 1S5.) The or- 
I'.inuatiiHi i»f lttlH)r is rigidly enforced among the Otomacs, on the banks of 
Ihc OiiniH-o, ami they are, nevertheless, more civilized than their neighbors. 
( IK^HSy Voyage, I, 295.) A community of goods must, however, be con- 
kidcusl an advance, in the case of an isolated people; and it is an error to 
Kk»W ujHin it UH the most primitive condition, as does, for instance, Ambrosius^ 
IH* v»tV. Minint. I, 2S, and Frederick 11^ in the preface to his general code. 
(.Vll|2cnieiu. Ciesctzbuche, 1231.) The hospitality of the inhabitants of the 
KiiiMully Ulunds borders on a community of goods. (Mariner^ Freund- 
M hatt^iuneln, 75, Si. Klemm, Kulturgeschichte, IV, 398.) Concerning the 
iKTgiuniiigik oi pro|)erty among the Esquimaux, See Klemm, II, 294. 

' (Ktx äSiKoy ffU Tzapa rot^ TzaXcuoT^ XTjaviiuPy dJüC ti^d^ou, 
{ihUym^^ lul Odys». II, 73, IX, 252.) 



.LXXXIII.] THE ORGANIZATION OF LABOR. 255 

ly one city, no beasts of burthen, no plows, no trades and 
commerce, cannot possibly be rich.* That the constitu- 
*t:ion of Lycurgus established a sort of community of goods 
O-mong the Spartans,, is well known. I need only recall the 
"public education, the meals in common, the authorization of 
stealing,* the prohibition of trade, of the precious metals and 
fine furniture, the equal division of property and the inaliena- 
ble character of the land • etc. With such laws, Sparta could 
neither be, nor desire to become, wealthy. Of all Greek 
states of any historical importance, it preserved longest the 
economic peculiarities belonging to a low stage of civiliza- 
tion. Among most modem nations, the fundamental idea of 
their land laws, which had their origin in the middle ages, is, 
that each family is only the usufructuary, and that the com- 
munity is the sovereign proprietor of the soil. This community 
of landed possession finds expression, among other things, in 
the vast extent of commimal woods and pasturages, in the 
varied intersecting of parcels of land one by the other, which, 
indeed, change proprietors from time to time, and in the com- 

* In Mexico, the Spaniards found land ownership among the most distin- 
guished of the natives, but only a species of possession in common and 
common store houses among the peasantry. ( Robertson ^ History of Amer- 
ica, § VII.) Hence, the agriculture of the country was so unimportant that 
the little army of the conquistadares frequently produced a famine by their 
marches. 

* The Tcherkesses considered robbery honorable provided the robber was 
not caught in flagrante. Compare Kochy Reise in den kaukasischen Isth- 
mus, I, 370 ff. Belly Journal of a Residence in Circassia, I, 181, II, 201. 
The organized robber bands of ancient Egypt, when it was so highly civil- 
ized (Diodor^y I, 80) may, on the other hand, be accounted for by similar con- 
ditions actually existing in the large cities of our own day. 

•What a frightful Organisation of labor we find in Sparta, combined with 
a community of goods t Let us recall the exposing of children authorized 
by law, the mode of education which must have cost the life of all whose 
constitution was weak, the cryftiay the stem hierarchy of age etc. Plnt.y 
Inst Lac. 2, appreciates the bad taste of the black broth at its true value. 
The Cretan community of goods was based chiefly on the unnatural rela- 
tion created by the authorities known as paiderastia ; and which was a very 
efficient means to prevent over-population. (Plat^y De Legg, 1,636. Arist^ 
Polit II, 8.) 
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mon working of the land, carried as far as possible etc' In 
all medieval times,^ not only the individual is considered an 
owner of the land, but, over and above him, the family. At 
the same time, we are wont to find existing an amoimt of 
mortmain property in the hands of corporations, monastery 
lands, crown lands and domains of very great importance.* 
All these institutions have declined in number and shown a 
disposition to disappear, in proportion as national husbandry 
or economy has grown more productive. 



SECTION LXXXIV. 

THE ORGANIZATION OF LABOR. 

tcovTiinrxD.] 

To this tendency we find, indeed, another, and a no less 
powerful one, opposed. Everywhere as civilization advances, 
the sphere of action of the state grows larger, and the ends 
it serves more numerous. 

In its origin, government was established to preserve only 
the external security of its subjects. By degrees, it comes to 
look after their internal legal security, by enforcing internal 
peace, prohibiting revenge for bloodshed etc. It next extends 
its care to the well-being, the culture, and even to the comfort 
of the people. But the claims of the state must grow in the 
same proportion as the service it renders. While Lowe, in 
1822, estimated the yearly net income of the British people at 

■^ Remarkable reasons therefor in Ccesar^ Bell. Gall., VI, 22. 

8 There are, especially in Russia, a multitude of such institutions among 
the inhabitants of the country still. See Roschcr^ Nationalökonomik des 
Ackerbaues, § 71 ff. 

• In the Corpus Juris Canonici, that crown of medieval theology, politics-^ 
and jurisprudence, the ideal of a community of goods occupies a places 
almost as prominent as in the works of modern socialists. The only differ ^ — 
ence is, that in the former the opposition to private property arises from £»- 
one-sided religiousness and contempt of the world, while, in the latter, i'C 
arises generally from irreligiousness and over-estimation of worldly goods« 
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251,000,00»; the government expenses,^ in 1813 and 1814, 
r'eraged £106,000,000, and these sums were voluntarily de- 
oted to public purposes by parliament. And so, between 
X 685 and 1841, the population of England more than trebled 
its numbers, But, in the same period of time, the outlay of 
"the state increased forty fold. (Macaulay.) Simultaneously 
A;vith this development of things, it becomes more and more 
visual by the exercise of the power of eminent domain and 
others like it, to sacrifice private rights, acquired by the very 
best of titles, to the preponderating common good. We 
may allude, further, to the duty, imiversally imposed in 
modem times, of performing military service, to the national 
systems of public instruction in so many countries; to the 
large number of societies, joint-stock companies, popular holi- 
days; but particularly to the associations for insurance of 
every description. And so it may, indeed, be claimed that we 
have come nearer to a community of goods than could have 
been dreamed of a hundred years ago.^ And yet, these are, 
for the most part, institutions in which we find reflected the 
peculiar strength and solidity of our age. Whoever wishes to 
compare the power of one people with that of another, must 
take into account not only the elements which constitute their 
intellectual and physical force, but especially their inclination 
to permit these elements to cooperate for public purposes.^ 

* This does not include the cost of the schools, churches and benevolent in- 
stitutions. 

•According to Lassaile, System der erworbenen Rechte, 1861, § 259, his- 
tory shows that law, as civilization advances, curtails more and more the 
proprietary sphere of private individuals, inasmuch as it tends more and 
more to place a greater number of objects outside the circle of individual 

ownership. 

'Saint Simonism is a warning example of this tendency. Saint Simon 
never lost an opportunity to give vent to his utter contempt for the liberals, 
and for constitutional government — ce bdtard du regime fdodal et du rigime 
industrid; and to counsel the crown, after the example of Louis XI. to place 
itself at the head of the working class, and in opposition to the middle class. 
(Oeuvres de Scdnt Simon, 6d, 1841, 44, 148, 209.) Bazard, Exposition, 76, de- 
manded that all antagonism between the temporal and spiritual powers, all 
Vol. I.— 17 
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We may now inquire: At what point does this increasing 
community cease to be a gain? This is as easily determined 
generally, as it is difficult to say what the limit to it is in par- 
ticular instances. Progress in the direction of ^ communit)»- 
of interests of this nature is beneficial, only so long but cer- 
tainly as long as it corresponds with the feeling entertained by 
the community, that they have interests in common. Hence it 
is, that such a noble kind of communism reigns in art and lit- 
erature, one which causes the stronger to willingly labor for the 
weaker, and with the greatest success.* And so, too, the chris- 
tian care of the poor, even were it carried to the height of the 
Gospel counsels (Luke, 3:11), would be no direct obstacle in 
the way of the development of a nation's public economy, pro- 
vided it wer6 given, and accepted, only as christian benevo- 
lence. Every approximation towards a community of goods 
should be effected by the love of the rich for the poor, not by 
the hatred of the poor for the rich. If all men were true 
Christians, a community of goods might exist without danger. 
But then, also, the institution of private property would have 
no dark side to it. Every employer would give his work- 
men the highest wages possible, and demand in return only 
the smallest possible sacrifice.* • 

opposition for the sake of freedom, mifiance organisie of parliaments, and all 
competition, should cease. Even education he would hare bestowed according 
to capacitiy which he would have determined by the chefs legitimes de la 
soditi (280). To the criminal court should be referred all cases of delicts^ that 
is, all inopportune acts, even in the scientific and artistic departments. Thev 
should be tried after the manner of the " courts of trade ; " that is, in a sum- 
mary way, without appeal, and by experts (317 ff). All the relations of prop- 
erty should be determined by the didsion arbitrale des chefs d'' Industrie {126). 
Dazard everywhere insists that the reignof genius and of self-sacrifice on the 
one hand, and on the other of confidence and obedience, is the only true pol- 
icy (330). Saint Simonism was nearly related to Bonapartism. 

<Schafflc, Nat. CEk., Ill, Aufl., I, 61. 

*If\vc remove in thought, all injurious elements from a community of 
iifoods, and add to it all the incentives and restraints necessary to be added, 
wc shall liavc a state of things entirely similar to that in a nation whose pub- 
lic and private affairs arc carried on in accordance with the principles of a 
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SECTION LXXXV. 

THE RIGHT OF INHERITANCE. 

The right of inheritance to resources has its origin in a com- 
bination of the idea of the family with the idea of property. 
And, indeed, this combination of ideas is a very natural one. 
The larger portion of mankind consider the pleasures of the 
family as the highest attainable, and endeavor, whenever their 
economic means make it at all possible, to secure them. At 
the same time, the selfishness of most men is not confined to 
their own persons, but extends also to their posterity. Hence 
it is that bed and board, eonnubium and commercium^ have, 
from time immemorial, been considered correlative ideas; and, 
to all the more logical socialists, a community of wives (or 
celibacy) ^ is as dear as a community of goods.^ (§ 245.) And 
in practice, the greater number of nations of hunters, who, 
according to our conceptions, have no knowledge of a real 
family and no knowledge of property, have a custom of bury- 
ing with the dead the things they used, to kill their cattle etc., 
or to deprive minor children of their inheritance.' 

healthy system of Political Economy as understood to-day. (Edinburgh 
Review, January, 185 1.) 

'How true freedom is accompanied by what Bastiat calls "true Saint 
Simonism and true communism," see itifra^ § 21a 

' The experiments of a community of goods, which have proved successful 
in practice, were all based on the more or less complete celibacy of the mem- 
bers of the societies. Compare Hermann^ Staatsw. Unters., II, Aufl., 45. 

* Thus ProudhoH (Contradictions, ch. 5) says that the many socialists, who 
would construct their societies after the type of the family, as the mohcttle 
orgamique^ are all wrong. The family has a ** monarchical, patriarchal" char- 
acter. In it, the principle df authority is formed and preserved. On it, an- 
cient and feudal society was based ; and '^ precisely against this old patriarchal 
constitution, modem democracy protests and revolts." Fourier calls mar- 
riage, uH groufe essentiellement faux : faux far le nofnbre borni ä dcux^ far 
V absence de liberti et par les dissidcnccs du gotit^ qui iclatent dis le premier jour, 
(Xouveau Monde, 57.) 

*On the Indians of North America, see »ScAoö/r^/, Information respect- 
ing the Indian Tribes of the United States, II, 194; on the South American 
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SECTION LXXXVL 

ECONOMIC UTILITY OF THE RIGHT OF INHERITANCE. 

The certainty, that the material welfare of their children de- 
pends, in great part, on their industry and frugality, is one of 
the most powerful incentives to good, in the case of most 
men. And this is the basis of the economic utility of the fam- 
ily right of inheritance.^ There is scarcely any other institu- 
tion which opposes over-population with such efficiency, for 
the reason, that the obstacle placed in its way here is placed 
very directly, at the point where it can make itself felt most, 
viz.: in the life of the family itself . The weaker the family feel- 
ing, the less does the abolition of the right of inheritance inter- 
fere with the economic interests of a nation. Hence, for in- 
stance, it is, that taxes imposed upon legacies, bequests, testa- 
mentary gifts etc., are less objectionable in proportion as they 
affect only those in the more remote degrees of relationship 
in which inheritance is something merely accidental. While, 
when a nation is yet in the intermediate stages of civilization, 
the family right of inheritance seems to be very strong, 
especially as regards landed property, a consequence of the 
fact, that a superior kind of title to such property is recog- 
nized to exist in the family; at a period, when individualism 
becomes more developed, the liberty of devise by will is wont 
to prevail more and more.'^ Then the right of inheritance be- 

cTOrbigriy, Voyage, IV, 220, and passim, on the South Sea Islanders, the No- 
vara- Reise, II, 418; on the ancient Albanians, Strabo^ XI, 503. 

* The hereditary transmission of property to posterity has an obvious ten- 
dency to make a man a good citizen. It ranges his passions on the side of 
duty, and induces him to make himself profit the common good, and it as- 
sures him that his reward shall not die with himself, but that it shall be 
handed down to those to whom he is joined by the dearest and most tender 
feelings. (See Blackstones Commentaries, II, 11.) Without the right of in- 
heritance, credit is scarcely possible, since with the death of the debtor the 
only stiy of the creditor would cease. 

* Testamentary freedom (which obtained in places there about the begin- 
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comes, so to speak, a more elevated species of personal prop- 
erty, a prolongation of the same beyond the grave. Should 
testamentary freedom be too much hampered, selfishness would 
manifest itself in a way much more detrimental to economic 
interests, viz.: in the consumption of wealth, during the life- 
time of its owner. Every man would be but a life annuitant 
of his own property. 

But, at the same time, in periods of moral decline, complete 
freedom may degenerate so as to produce evils equally great. 
The wealthy Boeotians, in the later days of Hellenic history, 
were wont to form themselves into dissolute drinking com- 
panies; and not only the childless, but even fathers of families 
made aver their property to these companies, limiting their 
offspring to a portion which it was made their duty to let them 
have. It was so in Rome, also, in Cicero's time, when every 
acquaintance of standing took it very ill if not remembered in 
the will of the testator, and where Octavian, for instance, in 
the last twenty years of his reign, received about 70,000,000 
thalers through legacies left him by his "friends."' Here, 

ning of the eighteenth century) prevails completely in England at present, 
contrary to the principle of the Roman law requiring an obligatory portion 
(la Ugitime) to be left to the heirs, -which is still binding in France, but in a 
very much developed form. The consequence is that last testaments are as 
frequent in England as they are rare in France. There were, in Paris, in 
1S25, 7,649 judicial, and only i,oSi testamentary partitions of property. (Mou- 
nter.) In Great Britain, in 1838, the number of testamentary alienations of 
property taxed stood to those in which there was no will, in the proportion 
of 8:3; and the values of the alienated property as 10:1. (Porter.) Among 
a people noted for their high moral tone, testamentary freedom is a powerful 
means of strengthening paternal authority on the one hand, and of keeping 
alive, in the minds of parents, on the other, a sense of responsibility for the 
future of their children. Compare Hel/crick^ Tübinger Zeitschr., 1854, '43» ^' 
^Polyb^ XX, 6. Hence it was, that all (?) the wealth of Thebes, when it 
^-TA destroyed by Alexander the Great, was only 440 talents. (Athen., IV, 
148.) Drumanfty Gesch. Roms, etc., VI, 333 ff. Cicero, Phil., II, 16. Hoeck, 
Rom. Gesch., 1, 2, 118. Sueton., Octav., 66. An especially scandalous instance 
in Petron., X4a For a masterly theory of legacy - hunting, see Horat,^ SaL, II, 
5. Compare Lucian, Dialogues of the Dead, 5-9. Petnmius speaks of a turha 
keredipetanim, (124.) 
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the repeal o£ the law making it obligatory on testators to leave 
a certain proportion of their wealth to their children would 
remove the last safe-guard of their material welfare/ 



SECTION LXXXVn. 

LANDED PROPERTY. 

As land, in its imcultivated state, has neither been produced 
by man, nor can be entirely consumed by him, the above de- 
monstration of the necessity of private property cannot with- 

*Even the revolutionary shibboleth, ftderniti^ really means nothing more 
than the equal right of inheritance of all, i. e., the abolition of the right of in- 
heritance ! (R. Meyer.) The strongest attack, from a scientific point of view, 
made on the right of inheritance in more recent times, comes from Saint Si- 
monism. The founder himself, after a life nch in experience but poor in ac- 
tion, spent in the search of much but in the finding of little, succeeded only 
in arraying the industrial and proprietary classes against each other, in de- 
claring the poorest class to be the most important of all, and in basing the 
new religion of love on the emancipation of labor. His disciples went fur- 
ther. In order to abolish all tlie privileges of birth, Bazard^ Exposition de la 
Doctrine de Saint Simon, 1831, p. 172, ff., taught that it was not enough to dis- 
tribute public employments according to merit, and in the interest of the 
people generally, but that the distribution of property should be made in 
accordance with the same principle. The inequality of ownership should 
correspond with the inequality of merit Every one may, during his life, 
keep what he had acquired himself, but give it to the state at death. Thus 
would a reconciliation be effected between the general interest and private 
interest ; and the public revenue, supplied in this way, might easily be em- 
ployed in place of the revenue raised by such taxation as weighs most 
heavily on the inferior classes. F. Huct^ also, Le Regne social du Christian- 
isme, 1853, III, 5, would have all private property, after the death of the 
owner, fall ^galcment <i tons les jeuncs travailleurs. The practical consequen- 
ces of this system may now be seen in Turkey. There, the principal mili- 
tary fiefs are held in this way. Hence it is, that the Turkish owner of such 
a fief builds as little as possible. When one of his walls threatens to fall, it 
is kept standing by means of props. If it falls in fact, the only consequence 
is that there are fewer rooms in the house, and the owner settles beside the 
ruins. (Denon^ I, p. 193.) In the Butan, there exists a species of practica] 
Saint Simonism. Robinson^ Descriptive Account of Assan, 1841. 
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out any more ado, be extended to land.^ Hence, individual 
property in land is everywhere much more recent than indi- 
vidual property in capital.^ 

But a certain expenditure of capital and labor is necessary 
that land may be used productively, and, in most instances, 
this employment of capital and labor is of long duration, irre- 
vocable in the very nature of things, and one the fruits of 
which can be reaped only after some time has elapsed. Now, 
this cooperation of capital and labor is such, that no one would 
undertake to employ them in the cultivation of the land, had 
he not the strongest assurance of possessing it. Hence, agri- 
culture in its most rudimentary stage supposes ownership of 
the land, at least from the time that it is " tickled with the 
hoe," until it " smiles with the harvest ; " or, to express it more 
accurately, all the time intervening between the work of the 
plow and the labor of the sickle. The more, afterwards, popu- 
lation and civilization increase, the more products must be 
wrung from the soil. But this can be accomplished only by 
means of its more ifUemtve cultivation (higher farming), by 
lavishing a greater amount of capital and labor on it, and, as 
a rule, by extending the circle of agricultural operations by 
means of combinations more and more artificial. Hence, the 
progress of civilization demands an ever increasing fixity, and 
a more pronounced shaping of landed property (the spccifica- 
tiofi of jiunsts), in the interests of all who share in this progress, 
and even of those who own no landed property themselves. 
Were there no property in land, every one would find it more 

' It was chiefly fear of the consequences of the declamations of the socialists 
and their declamation against "monopoly " that induced Bastiat to reduce all 
the value of landed property to that of the capital employed in its manuring, 
improvement etc. (Harmonies, ch. 9.) We may, however, unreservedly 
grant him that, as a rule, until the time of its original possession by man, land 
had no valeur whatever (278). 

*Aaif/ thinks the very contrary: Metaph. Anfangsgründe der Rechtslehre, 
(Werke, IX, 72 ff). Contra, Grotius, J. B. et P., II, 2. Graswinkel, in h]8 
Schriften für die Freiheit des Meeres, 1652 ff., in Lasfeyres, Geschichte der 
niederländischen N. CEk., 12. Hufcland, Neue Grundlegung, I, 307. 
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difficult and laborious to gratify his want of agricultiu-al pro- 
ducts;^ and the products themselves would be of an inferior 
kind. 

Thus, for instance, in Camargo, the lackmus was formerly 
prepared from plants to be had " free " in the woods. It was 
then, however, much dearer than it is now that the plants are 
artificially raised on landed property.* It is otherwise with 
the fisheries. The appropriation of rivers or seas would not 
tend to increase the abundance of their products, and hence 
this appropriation is, on the whole, rare.* 

* 

SECTION LXXXVm. 

LANDED PROPERTY. 

(OONTINUBO.) 

Whenever this admixture of capital and labor with land has 
taken place to no great extent, private property in land is not 
found developed in any degree. Thus, there are even now 
many half-civilized countries in which the land is forfeited be- 
cause not tilled for many years, and where it may be occupied 
by the first person who will cultivate it.^ In Europe, common 

• " A district of Tartary of ten square miles, in which several hordes pas- 
ture their flocks, may contain between 400 and 500 shepherds, who find em- 
ployment in this mode of production." In Brie, in France, on the same area, 
50,000 peasants who own no land, live and draw their sole income from their 
labors in the fields (J. B. Say), 

^ Schubert^ Reise durch Frankreich und Italien, I, 188. 

* " Without labor, the earth bestows nothing on man but a stopping place. 
Hence, the reasons for private property do not extend so far as to prove that 
the great land and water highways should not be reserved as common prop- 
erty, and as a home to every man." {Zackariä^ vom Staate, VII, 43.) 

' This is the practice in Taway. Ritter ^ Erdkunde, V, 13a And so in 
ancient Germany. J. Grimm^ Rechtsalterthtimer, 92. Right of the "dead 
fire" in Spain and Portugal during the middle ages. S. Rosa de Viterbo: 
Elucidario das Palavras etc., I, 47a In many parts of Persia, the land be- 
longs to anyone who has provided it with water by canals or wells. (Fräser^ 
Journey in Chorasan, ch. 7.) Especially after the Mongolian devastation 
about the beginning of the fourteenth ccntur}', it was decreed that land 
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possession of forests and pasture lands asserted itself much 
longer than that of arable land, because, in the case of the 
former, labor and capital play a much less important part in 
the management of them. And yet, even in the case of arable 
land etc., and, in the highest stages of civilization, the property- 
quality is yet less developed than the property-quality of 
capital. How seldom do we find fidei commtssa of capital, 
or capital jimdically tied up. We find that the law of all 
ancient nations drew a marked distinction between moveable 
and immoveable property, and that the power of disposing of 
the former by sale, pledge, in dowry, partition etc., was a much 
freer one. And even now, the police power which may be 
exercised over moveable property is much more restricted 
than that over houses and land.^ The justice of the exclusive 
right of possession to what one has earned and saved is obvi- 
ous to every one. On the other hand, the appropriation of 
"original and indestructible natural forces" has its basis not 
so much in justice as in the general good; and the state has 
always considered itself entitled to attach to the " monopoly 
of land," which it accorded to the first possessor, all kinds of 
limitations and conditions in the interest of the common good, 

vhich had remained uncultivated for a long time should belong to the f)cr- 
8on who made it productive. (d^OAsson^ Hist des Mongols, IV, 418.) Simi- 
larly, in the time of the ancient Persians (Polyb.^ X, 28, 3), the harvest for 
the first five years belonged to the person who first irrigated the land. On 
the upper Euphrates, likewise, the land is very often neither sold nor leased. 
Anyone who will till it and pay one-tenth of the produce to the bey may 
have it for nothing. (Ritter^ X, 669; compare VIII, 468; IX, 900.) So, too, 
among the Fulah and Mandingo negroes, and even among the Tscherkessans. 
(Klemm^ Kulturgeschichte, III, 337 ff.) As the latest stages of development 
so often present instances of a reversion to the earliest, we find tliat Theo- 
dosius and Valentinian decreed that the agri dcscrti should, after two years* 
cultivation, belong to the possesser. L. 8, Cod. Just, XI, 58. 

'Thus anyone may burn his own coat or throw it in the water; but no 
one may set fire to his own house or drown his land by the destruction of a 
dam. Even the non-user of a large area, in a thickly populated region, 
would scarcely be permitted. The taking of property by the state, at the 
present day in times of peace, is confined almost exclusively to land. 
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and sometimes to consider private property in land in the light 
of a semi-public function.^ I may instance the feudal princi- 
ples of the latter portion of the middle ages, which are so far 
removed from our ideas of private property in land; and yet, 
of which many echoes are heard, even in our day, and are not 
without their influence in practice. Thus, further, for instance, 
even in England, the greater number of the poor-rates, of 
taxes for the support of the established church, the main- 
tenance of public highways etc., are heaped upon the rent of 
land. Many socialists have proposed to make the state the 
sole proprietor of the soil,* sometimes adding the condition, 
that the previous private owners should be compensated in 
capital, when it would be at least supposable that private cap- 
ital might be enticed to cultivate it, if long and sure leases of 
it were made. This would be a " good " demcsne-husbandr}*, 
extending over the entire countr)% We need only glance at 
those kingdoms in which something analogous is to be found, 

• Thus P. V. Arnim^ in a work entitled " Ideen zu einer vollständigen land» 
M'irthschaÜlichen Buchführung, 1S05, a treatise on '* agricultural book-keep- 
ing/' considers the farmer as a state olUcial who should cultivate whatever 
he believed in conscience, or what the state declared to be, most necessarv. 
He suggests that the stalte should subject all new purchasers of land to an 
examination to ascertain whether they are rich and noble enough to act in 
this way. 

*Thus, for instance, Heribert Spencer^ Social Statics, 1851, 114 ff., and to 
some extent Spinoza^ Tract, polit., VI, 2. There are now in England several 
Land-Tenure-Reform- Associations, some of which would "expropriate" all 
land and vest the title in the state. The programme of the others embraces 
not only opposition to the right of primogeniture, to family fidei commisui 
and the assertion of the right of freedom of trade in land, and of a more 
democratic use of common lands, but also the appropriation by the state of 
the increase in the rent of land which is caused by no labor of the landlord, 
but solely by the increase of jwpulation and of the wealth of the community 
or of the nation. Nczvmarck^ on the other hand, very correctly remarks, that 
since it is impossible to draw a line of demarkation showing the increase of 
the value of land growing out of the increase of population etc., the owner 
of land in making improvements would never know whether he made them 
for himself or for the stale. (Statist. Journal, 1S71, 4S8 ff.) Compare 
Wolkof, Sur la Rente fonci^re, 1854, and /^. ^. Gassen^ Entwickelung der 
Gesetze des menschlichen Verkehrs (1854). 
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especially the despotisms of the east,' to divine that such a 
system does not suffice to insure the real productiveness of a 
nation's economy.^ 

* In Congo and on the gold coast of Guinea the land, in whole villages, 
is tilled in common and the harvest distributed among the families per capita. 
Wherever absolutism reigns, the prince is also the owner of all the land. 
(Klemm. Ill, 337.) In China, where the original tenure in common of the 
land by all was broken through in the third century before Christ, all the 
land of the country now belongs, strictly speaking, to the state ; and the pos- 
sessor of land who permits it to go untilled is punished. (Pluth. in the 
phil.-hist Sitzungsberichten der Münchener Akad., 1S73, 793 ff.) In Corea, 
private property in land is unknown ; arable land is divided by the state ac- 
cording to the number in a family. (Ritter^ IV, 633.) The example, on the 
largest scale, of a country without private property in land is the British 
East Indies. Compare the paper by Cb. Campbell^ in the Essays published 
by the Cobden Club; System of Land Tenure in various Countries, 1870. 

• The legal and economic difference between property in land and property 
in capital is well defined by y. S. Mill^ Principles, II, ch. 2, 6. " The reasons 
which form the justification, in an economical jjoint of view, of property in 
land, are only valid in so far as the proprietor of the land is its improver. 
In no sound theory of private property was it ever contemplated that the 
proprietor of land should be merely a sinecurist quartered on it." He here 
alludes specially to Ireland. The Fourierist, Considirant^ distinguishes ac- 
curately between the capital produced by labor and saving, and the increase 
of the value of land caused by capital and labor, and its original value. 
Only the first two elements can justly be made property. But as, for pru- 
dential reasons, it is necessary to grant individuals the right of private prop- 
erty in land, those who are not such proprietors must, as a compensation for 
the common property which they have lost, be guarantied the right to labor. 
(Th^rie du Droit de Propri^t^ et du Droit au Travail.) In England, the 
opinion that the compulsory support of the poor was introduced in compen- 
sation to them for the establishment of private property in land has met 
with considerable favor. Bishop Woodward^ On the Expediency of a Regu- 
lar Plan for the Maintenance of the Poor in Ireland, 1775. Comj>are Eden, 
State of the Poor, I, 413. However, the poor rates, in a country like Eng- 
land, are much more than an equivalent of what its soil could produce with« 
out the assistance of capital. 
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CHAPTER YI. 



CREDIT. 



SECTION LXXXIX. 

CREDIT IN GENERAL. 

Credit ^ is the power of disposition over the goods of an- 
other,* voluntarily granted in consideration of the mere prom- 
ise of the counter-value.* As Franklin says: A good pay 
is master of another man's purse. Hence, it is evident that 
whoever would obtain credit must be believed to possess the 
ability as well as the intention to fulfill his promise. Where 

* The principal classical work on this subject is Nebtnius^ Der öffentliche 
Credit, 1S20, 2d ed., 1829. Previously, Salmasius^ De Modo Usurarum, 1639; 
and even Demosthenes^ adv. Dionysiod, 1283. Compare further ScJkafie, in 
the Deutsch. Vierteljahrsschrift, No. 106, II, 289 ff. 

* Compulsary loans by the state, for instance, occupy an intemieHiate posi- 
tion between taxes and credit-operations, properly so called. 

* Besides loans proper, all payments in advance, or delays made in the pay- 
ments of earnest-money, all leases and lettings, which CourceUe-SemeMÜ calls 
un midiocrc degri de cridit^ insurances and even all contracts for wages 
where the payment is delayed for a long penod of time, are species of credit. 
For a nice distinction between leasing (Packt) and letting (Mieihe)^ see 
Knies, Tübinger Ztschr., i860, 180 ff., and the Freiburger Univ. Programm., 
9. September, 1862. D. Wakefield, Essay upon Political Economy, 1804, 35, 
distinguishes between " loan-credit " which is given to a poor man in the 
hope of his paying it by means of his labor, and "exchange-credit,** or credit 
between property owners. Cieszkoivski^s definition : le crddit c'est la mitamar- 
jthose des capitaux stables et engagis en capitaux drculants et digagis. (Du 
Credit et de la Circulation, 2d ed., 1847.) According to Knies, Tübinger 
Ztschr., 1859, 568, every credit-operation is an exchange or sale of services, 
one of which is to be performed in the present, and the counter-service of 
the other party in the future. According to Maclecd, it is "a sale of debts.** 
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this belief is based simply on the opinion entertained of the 
person of the debtor, we speak of personal credit/ in contra- 
distinction especially to the credit based on bailment, pledge, 
hypothecation etc. The longer the time between the making 
of the promise and the period fixed for its fulfillment, the less 
certain is the latter, where the security is simply the person 
of the debtor. It is chiefly in very imdvilized nations and 
also in nations in their decrepitude, and during periods of an- 
archy, and in despotisms, that personal security stands higher 
than any other. The same is true, though for other reasons, 
in very energetic civilized nations, where the people put a high 
estimate on the element of labor in their economy, among 
whose members legal security is, indeed, found, but where the 
peculiar sensitiveness of speculation would be too much ham- 
pered by the more sluggish nature of other credits; as, for 
instance, in North America, and even in ancient Rome. Civ- 
ilized nations that have reached the stationary economic state, 
on this account much prefer the greater security and the ab- 
sence of care which accompany non-personal credit.' In esti- 
mating the ability of the debtor to meet his promise, we must 
take into account, especially, the disposable character of his 
resources; otherwise it would be impossible to understand 

• 

* Personal credit, of course, preponderates in commerce. Hence it is, that 
in mercantile life, information concerning the personal status, reputation etc. 
of his colleagues, plays so important a part with the merchant. This infor- 
mation was made more accessible in England by the Lloyd institution. On 
similar North American institutions, see Tellkcunpf^ Beiträge, I, 51. Credit 
given on security is a modification, sometimes of personal and sometimes of 
real credit Compare, infra^ the theory on bankers, brokers etc. 

5 In despotisms, credit is almost entirely personal. Montesquieu Esprit des 
Lois, L. v., 15. In New York, says M. Chevalier^ a merchant \\-ith resources 
worth 200,000 francs, can do a business of from 1,000,000 to 1,500,000 francs. 
In Paris, under similar circumstances, the same man would find it difficult to 
be credited to the extent of 500,000 francs. In Holland, two hundred yeais 
ago, a person who hypothecated his property was obliged to pay a higher 
rate of interest than in business (Becher, Polit. Discurs, 1763, 699), while the 
stationary period, one hundred years ago, made personal credit extremely 
difficult In Zurich, it was encouraged by the prohibition of loaning money 
out of the country. (Büsch^ Gedlumlauf, III, 40.) 
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why the merchant may so frequently obtain a loan on his 
stock equal to its whole value, while the owner of land can 
place it as security only to the extent of half its value. 

Credit, on the whole, grows in importance with an advance 
in civilization, and this is true especially of credit intended for 
productive purposes. This is a consequence of the greater 
division of labor which causes imfinished products to be put on 
the market more and more frequently, — products which come 
to have a value only after some time, but which, when that time 
has elapsed, have present value. And, indeed, as the world 
advances and civilization grows, it becomes much easier to 
forecast the future with certainty. The future, also, then be- 
comes more a source of solicitude, and fixed capital, as a con- 
sequence, plays a part which grcfws daily more important. 
The limit to the development of credit is this: it is safe only 
when the debtor invests his borrowed goods in the production 
of, to say the least, their equivalent. This is why the person- 
ality of the state, clothed with immortality and with a formally 
boundless power of taxation, is so often seduced into engag- 
ing in transactions of credit which are never self-discharged.* 
The social diseases of panics and of extravagant enterprises 
stand in the same relation to credit that unbelief and super- 
stition do to true religion.'' (Schäfflc) 

SECTION XC. 

CREDIT— EFFECTS OF CREDIT. 

As regards the effects of credit, we may remark, that it is as 
powerless directly to produce new capital as is the division 
of labor to produce new workmen. To everj' credit of the 



*Sckäffle, Nat. CEk., II» Aufl., 112. 

^ Schäffle^ according to the purpose which it is intended to subserve, divides 
credit into production-credit (investment of loans in immoveable property 
and in moveable property engaged in industrial operations), consumption- 
credit and clearing-credit, or loans made to pay respited purchase and earnest 
money, inheritances etc. (Kapitalismus und Socialismus, 553.) 
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creditor corresponds a debit of the debtor. As Turgot said: 
Tout credit est tin emprunt} ^ ^ But, on the other hand, credit 

* Pinto, Traits de la Circulation et du Cr^it, 1771, considers loans bearing 
interest as new portions of the resources of a country (p. 161), and that gov- 
ernment loans not made in excess of its powers are une alchymie rdalisie dont 
souvent eux mSmes qui V ophrent rC cntendent fas tout le mysihre, (p. 33S.) Sim- 
ilarly and earlier, v. Schröder, F. Schatz-und Rentkammer, 238 ff; Milon, 
Essai politique sur le Commerce, 1734, ch. 6; next, Ilamilion, Report to the 
House of Representatives on the subject of Manufactures, Dec. 5, 1791; 
VoH Struensee, Abhandlungen, 1800, I, 259. See infra, § 210. More re- 
cently, St. Chamans, Nouvel Essai sur la Richesses des Nations, 1824, 83 if. 
To some extent, even Dietzel, System der Staatsanleihen, 1855, 200. This is 
a dangerous error, since to every credit there is a set-off in the nature of a 
debit of an equal amount; and the evidences of debt are nothing but claims 
on the future revenue of the state. This was fully recognized by CantiUon^ 
291 ff. One of the principal advocates of that view among writers on Polit- 
ical Economy is the vivacious, acute and practically not unskillful, but 
sophistically superficial Äfadcod. (Elements of Political Economy, 1858, ch. 
3, Dictionary, 1862, v. Credit.) The creditor's assignable right of demand, he 
considers immaterial capital. While bills of lading, warehouse receipts, dock 
yard receipts etc., only represent goods, the bank note is new goods. Even 
metallic money has only a credit-value, inasmuch as it can be used only to 
effect exchanges. To the — of the creditor may correspond a + of the 
debtor; but the latter is negative only in the sense that we speak of negative 
electricity, a negative thermometrical degree. When an estate is leased, the 
owner has, in his demand for rent, a vendible plus; but the lessee no corre- 
sponding minus. (Not so. To the same extent that the proprietor has his 
future payipents on the lease discounted, the present sale- value of his estate 
is diminished ; or if it is not sold, the last party obtaining the discount has 
made his available capital as much less by the advance as that of the lessor 
has been increased.) The " discounting of the future," that is, the apparent 
capitalization of hopes, so much in vogue at the present time, may be a great 
spur to production as it may also be to baseless extravagance. 

* Many theoreticians ascribe a direct creation of new capital to credit, in so 
far as the capacity of the evidences of debt to circulate as a medium of ex- 
change effects a real saving, and permits the former very costly and intrin- 
sically valuable instruments of exchange to be used in some other way. 
(g 123.) Compare Ricardo, Proposals for a secure and economical Cur- 
rency (1817). y. S. Mill, Principles, II, 174 and 36. McCuUoch, Commercial 
Dictionarv, art Credit. And so it was in the first four editions of this book 
of mine. But here, too, there is, immediately, only a transfer of already ex- 
isting capital. The person, for instance, who accepts a bank note for pay- 
ment, loans a part of his capital to the bank ; and the advantage to the w^hole 
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facilitates the transmission of the elements of production, 
especially of capital, from one hand to another.* When, 
therefore, the debtor employs the capital thai he has borrowed, 
more productively than the creditor would have done, the whole 
coimtry is a gainer; as it is a loser, on the contrary, when a 
person engaged in industry advances to the idler, the frugal 
man to the spendthrift, the solid man to the wild speculator. 
In declining rfations, where every new development hastens 
decay, the latter alternative may be the prevailing one; and, 
especially here, may the usurious giving of credit by the shrewd 
to the simple lead to ruinous debtor-slavery. Among a vig- 
orous and energetic people, the former is apt to govern, as it 
is only by the productive employment of the loans made that 
they are permanently enabled to pay interest. Here credit is 
an invaluable means, not only of putting idle capital in motion, 
and of making active capital still more active, but especially of 
concentrating capital, by which it may gain as much in produc- 
tive power as labor does by the cooperation of labor. This is 
effected, very frequently, by means of joint-stock companies, 
the principle of which recommends them especially in en- 
terprises where stationary capital is required rather than cir- 
culating capital, and where capital generally plays a greater 
part than labor; and where this labor can be subjected to pro- 
visions which may be accurately laid down beforehand; as, 
for instance, in the case of docks, insurance companies, banks,' 

community of such credit-operations consists chiefly in this : that so large 
a quantity of cash-capital which lay idle in banks etc., may be used more 
productively. 

3 When Roesler says that credit is capital, the product of saving, and very 
serviceable in further production (Grunds.^ Soo/y he confounds credit itself 
%vith the foundations of credit, which are, indeed, in large part material or 
moral capital. 

* Compare Discourse on Trade, Coyn and Paper-Credit, London, 1697, 
72 ft'. 

* Compare Buron^ Guerre au Credit, 1868. Schäffle^ Tub. Ztsch., 1869, 
296 ff. W'ith a thorough understanding of its politico-economteil hearing, 
O. Michaelis, (Berliner V. Jahrsschr. 1863, IV, 121,) says: The capital- value of 
my credit is not equal to the nominal value of my evidences of indebtednesf 
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etc. Banks, then, become real reservoirs of capital, provided 
they are properly and judiciously established and managed; 
real reservoirs which receive in one place the capital which is 
superfluous elsewhere, in order to supply some other place 
with that which is necessary to it. The more confidence in- 
creases, the more are even the smallest driblets of capital 
awakened from their slumbers, and made active and produc- 
tive. It is only by means of credit that the help of foreign 
capital can be obtained for home production. Indeed, credit, 
considered as an exchange of probable future goods against 
actually existing goods, is one of the principal functions of 
the temporal solidarity of the economy of nations. (Sc/iäße,) 
Without credit, there would be very little place for specula- 
tion proper. 

We may see how the possibility of giving and receiving cred- 
it promotes wealth,by contemplating the poorer classes, whose 
poverty, both as cause and eflect, is very closely related to the 
absence of credit. And here we have a suggestion of the re- 
verse to the bright side of the picture of credit, analogous to 
that mentioned in § 62 of the cooperation of labor, viz.: that 
it tends to intensify inequality among men. The man who 
is distinguished by the amoixnt of his wealth, or by his po- 
sition is naturally known to a much wider circle than others 
are. From which it follows, that he may, by the way of cred- 
it, increase his power, already so much greater in the econom- 
ic world, by a much larger multiplier.* Hence, it need not 

[notes etc.], but to the capitalized amount of the extra surplus which I have 
obtained in my business by means of credit, after deduction is made of the 
costs and of the risk-premium. 

• We shall, in the books to follow this, inquire with great care, what are 
the means best calculated to remedy this dangerous tendency. We need 
only remark here, that it is to be found in a judicious association of small 
capitalists, and also in the capitalization, so to speak, of f)crsonal qualities. A 
well organized society of work-men, without capital, may indeed obtam 
credit, as for instance, the Schultze-Delitsch societies, the Russian artel- 
scknicks (market-aid societies) etc. prove. (FrUhauf^ Die russ. Artels in 
Faucker's Vierteljahrsschrift, 1868, I, 106 if.) We may also mention the 
greater credit accorded to a land-owner the moment he becomes a member 
Vol. I.— 18 
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surprise us, that the great obtain credit from those in a lower 
position, at least as frequently as they give them credit in turn. 
On the side of the creditor, the possibility of making loans 
is a powerful incentive to frugality. Were there no credit, 
those who were not in a condition to employ their capital pro- 
ductively would make savings only within very narrow 
limits.' 

SECTION XCI. 

DEBTOR LAWS. 

Private credit is always conditioned, and in a great many 
ways, by the situation of the whole nation's business; in other 

of a land-loan association as compared with what he could obtain before he 
had joined it. The popular belief of the ancient Egyptians aflforded them a 
very great instrument of credit in the pledging of the remains of their an- 
cestors. (Herodoi.^ II, 136.) 

^ B. Hildebrand is of opinion that the Political E^nomy of the future mar 
be characterized as credit-economy, in the same way as the Economy of the 
present may be called money-economy, and that of the past as barter- 
economy of barter. (National CEkonomie der Gegenwart und Zukunft, I, 
276 ff.) Hildebrand's view is correct in so far as that, with everj' advance in 
civilization, credit comes to have absolutely and relatively an ever increasing 
importance, although in the middle ages, especially under feudal forms 
( Lehensformen )^ there were numberless operations in credit Otherwise, 
however, Hildcbrand^s three kinds of economy are, by no means, coordinated. 
While barter and purchase through the instrumentality of money, in every 
instance, entirely exclude each other, it is impossible to imag^ine a credit- 
transaction of which the promise of a barter-performance or of a money -per- 
formance does not constitute the base. During a "money-economical 
(geldivirthschaftUchen) period " [i. e., one during which money is the medium 
of exchange, and not notes ; and when barter does not obtain. — TranslaUfr^ 
the service rendered by money as a medium of exchange may, for the most 
part, be supplanted by credit. Money, as a measure of value, still remains 
the substratum of credit itself. (See Knies in the Tübinger Ztschr.^ iS6ov 
154 ff.; and in the Freiburger Programm, 9 Sept, 1862, 19.) Earlier yet, A. 
Wagner^ Beitr. zur Lehre von den Banken, 1857 ff. Among the most prac- 
tical propositions of Saint Simonism is that oCasysthne g-^ndnd des bamqueSy 
intended to administer all the goods of the nation, and to loan them to indi- 
viduals engaged in production. (Bazard^ 205 ff.) 
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words, by theii* politico-economical situation. It is espedally 
in the higher stages of civilization, that one bankrupt may: 
easily drag numberless others down with him; and where the 
laws are bad or powerless, not even the wealthiest man can 
predicate his own solvency for any length of time in advance. 
One of the most important conditions of credit is the certainty, 
that, if the debtor's good will to meet his obligations should 
fail, it shall be supplied by the compulsory process of the 
coiuls. Hence, the importance of a judicial procedure, at 
ODce impartial, enlightened, prompt and cheap.* The more 
vigorous the laws relating to debt are in preventing dishonesty 
on the part of the debtor, the more advantageous are they to 
honorable and honest debtors. Adam Smith has rightly said, 
that in countries in which creditors are not completely pro- 
tected by the courts, the honorable man who borrows money 
is in the same condition as the notoriously dishonest man or the 
spendthrift, in better governed countries. He finds it more 
difficult to borrow and is obliged to pay a higher rate of in- 
terest.' Rigorous debtor laws, on the other hand, diminish in 

1 It 18 destructive of credit to allow the debtor to await several decrees or 
judgments before his liability is established; to allow him, on easy terms, 
debjs, reversals of judgment, the costs of the case etc. The term within 
which a creditor might bring in his claim before the meeting of creditors in 
the Amsterdam Boedel- chamber was formerly thirty- three and a third years. 
(Bäsc&y Darst der Handlung, Zusatz, 82.) In the presidency of Bengal 
there were, in 1819, 8i,coo cases in arrears, and in 1829, 140,00a Westmin- 
ister Review, XIX, 142. 

* And yet Melon is of opinion that the state should favor the debtor as 
much as possible. (Essai politique sur le Commerce, ch. 12, 18.) This wa« 
the view entertained on this subject by the older practitioners. In Bengal, 
the dAmrOj a species of "judgment of God," in which the party who could 
hold out longest against hunger was declared the victor, was the only means 
to compel a debtor to pay his debt. As a consequence, the Bengal peasant 
could not borrow money at less than 60 per cent per annum. Edinburgh 
Review, XXII, 67. On the damages attending the credit- laws and credit- 
courts of Russia, by which all foreign goods are rendered exceedingly dear, 
see V. Sternberg^ Bemerkungen Über R., 100 ff. In a country in which a 
great many powerful personages are above the laws, an incorporated loaning 
bank may be an indispensable necessity. (Storch^ Handbuch, II, p. 23 ff.) 
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the whole nation the amount of " bad debts," that is, a not in- 
significant portion of the cost of production. They, at the 
same time, promote, as far as it is in the power of laws to do 
it, national honor and the mutual confidence of man in man. 
The excellence of their debtor laws, in their most flourishing- 
period, was one of the principal elements which contributed to 
make Athens and Rome of such importance in the history o£ 
the world.^ 

SECTION xcn. 

HISTORY OF CREDIT LAWS. 

In the history of laws relating to credit, we may distinguish, 
in a great many countries, three stages of development. 

A. The laws, in the first stage, are very severe. In the 
Germanic middle age the insolvent was disgraced. He be- 
came the slave of his creditor (zu Hand und Halfter), who 
might imprison him, fetter him (stocken und blocken), and 
probably kill him. A Norwegian law allowed the creditor, 
when his debtor would not work and his friends would not 
ransom him, to take him before the court, and "to lop off from 
his body what part he will, above or below." ^ To judge of 

In Naples, even as recently as 1804, no debtor could be arrested during the 
last six months of the queen's pregnancy. At a previous period, one might 
fail in business there and escape all punishment by exposing the hindermost 
part of himself in a nude state publicly before a column of the Vicaria. 
(RehfueSy Gemälde von Neapel, I, p. 203 seq., 222.) In Schwytz, the rate ot 
interest is so high, because the law allows the debtor to pay his creditor, 
whether the latter will or not, in articles of household furniture, clothes etc., 
estimated at a very high value. (Hermann^ Staatsw. Untersuchungen, 202.) 
It has now become quite usual in the United States, on account of the many 
delays granted to the debtor by " democratic " laws introduced there, instead 
of mere mortgage, to give full warranty deeds when capital is loaned. By 
this means, the creditor is in danger, when misfortune overtakes him, to see 
himself compelled to let his property go at one-fourth of its value. 

' See the Heliast oath in Detnosth.^ adv. Timocr., 746. The Roman sys- 
tem of credits in the time of Polybius was much better than the Cartha- 
genian. Polyb,, VI, 56, XXXII, 13. 

> Sachsenspiegel, III, 39. y. Grimm^ Deutsche RechtsalterthUmer, 612 ffl 



Sec. XCII.] HISTORY OF CREDIT LAWS. 277 

these provisions correctly, it is necessary to bear in mind the 
many ways in which family resources were at this time bound 
and tied up, and not forget "the power of defiance in these 
iron natures." * (Niehuhr.) 

B. The canon law introduced milder principles. Gregory 
the Great had already prohibited the holding on to the body 
of the debtor.^ On this account, during the latter portion of 
the middle ages, it was customary to stipulate by contract that 
the provisions of the ancient law should govern in this matter, 
to submit to imprisonment etc.* The influence of the Roman 
law made it gradually more usual, in the case of insolvent 
debtors, to demand no more from them than the assignment 
of their property for the benefit of their creditors. This, how- 
ever, led to numerous frauds; and these became more frequent 
in proportion as the laws governing the property of parties 
while the marriage relation existed between them, and as ex- 
ecutions against landed property etc. were defective. 

C. Hence, in more highly civilized times, there has been a 
return to the severity of earlier ages. Persons engaged in 
commerce, especially those whose capital is so volatile, and to 
whom time is a thing so precious, can scarcely dispense wil- 
lingly with personal imprisonment for debt. Hence, legisla- 
tion on bills of exchange, sanctioned especially by imprison- 
ment of the person, plays a very important part in the com- 
mercial cities of the seventeenth century, as it did, naturally, 
much earlier in Italy and the Netherlands." Modern laws in 

Dahlmann^ Dänische Gesch., II, 245, 339. Hermann^ Russ. Gesch., Ill, 357. 
On slavery for debt among the Malays, see Ausland, 1845, No. 157. 

^Beaujour^ Tableau du Commerc en Gröce, II, 176. 

•C. 2 X. De Pignor. An appropriate provision in a priestly govern- 
ment. Diodor^ I, 79. 

^ Staying in a place by the debtor until the creditor is satisfied, and other 
degrading stipulations, which, however, were prohibited by the police regu- 
lations of the Empire in 1548, art. 17. 

^ Marten^ s Ursprung des Wechselrechts, 1797. Statuta MedioL, 1480, fol. 
238 flf. rhe municipal law of Florence unconditionally imprisoned the 
father or grandfather for the debt of the son, when the latter engaged in in- 
dustrial pursuits with their consent. (Stat Flor., I, 201) In Bologna, the 
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SECTION XCIII. 

MEANS OF PROMOTING CREDIT. 

One of the most efficient means of promoting credit con- 
sists in legislation intended to dry up the source of bad debts, 
by placing obstacles in the way of reckless or usurious credits 

A. Rigorous slavery for debt, which Kypsclos moderated at Corinth. 
(Pausan^V. 17, 2), and Solon abolished in Athens. (Plutarch^ Sol., 15. Dc- 
mostk.^ de fals. Legat, 412.) 

B. The reckless creation of debts as seen in Aristophanes ; while outside 
of Athens slavery for debt lasted yet a long time. (Ilcrinann^ Griech. Pri- 
vatalterth., § 57, 20.) In the time of Demosthenes, the merchant in arrears 
in the payment of his debts was cast into prison, and the bottomry-debtor 
who deprived his creditor of his security might be punished with death. 
(Demosih. adv. Pharm., 922, 95S), and this although the cessio honorum was 
introduced. Hermann^ § 70, 3. Compare Xcnoph.y Vectigg., 3, Dcmosth. adv 
Apat, 892 ; adv. Lacrit., and and adv. Dionys. In Corinth, the state superin- 
tended expenses made by parties. This was part of its credit-policy. 
(Athcerueus^ VI, 227) For a remarkable Rhodian law relating to debts, see 
Sc%t. Emp., Hypot. I, 149. 

In Rome: 

A. The chief characteristic of the ancient law in this matter was the 
eventual sale of the person of the debtor on the getting of the loan (ncxum) ; 
the power of the creditor to put the addictus to death or to sell him in foreign 
parts; finally, the in partes secanto^ in the concourse of creditors. Without 
these rigorous provisions, the borrower might easily have evaded his debts, 
by the emancipation of his son and turning over his property to him. (Xic- 
huhr^ Rom. Gesch., II, 770 ff ; Savigny in tJie Abb. der Berliner Acad., 1S33. 
Zimmern^ Gesch. des röm. Privatrechts, III, 131 ff. 

B. Later, wc find nothing of the execution of the debtor, or of the sale ot 
his person ; but he might be compelled to do slave labor for his creditor 
without any protection against ill-treatment. Slavery for debt was restricted 
by the Lex Poetelia. (Niebuhr^ III, p. 178; Mommsen, III, 494.) ThePni-torian 
law introduced the custom of putting the creditor in possession of the goods 
of the debtor, with power of sale, which proceeding rendered the debtor in- 
famous. See several passages in Walter.^ Rom Rechtsgesch, 763 ff ; Tvrfidl.^ 
Apol., 4; Tab. Herac. I, 115 ff. Later, Caesar^s Lex Julia permitted the hon- 
est debtor to escape imprisonment by the assignment of his goods. 

C. The moneyed oligarchy which prevailed in Rome caused the adoption 
of exceedingly severe measures against delinquent debtors. (^/'/ir/.,Lucull., 
aa CiV., ad. Att. V. 21, VI.), although its members themselves incurred 
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efficient means is associations of business men to circulate lists 
of bad debtors, and to prosecute their own demands in com- 
mon.* On the other hand, experience has shown that impris- 
onment for debt, as a means of enforcing a creditor's claim, 
where the amount of the debt is very small and such as only 
very poor debtors are apt to incur, is of little service. It is 
even injurious, because a great many sellers would rely on 
that means of compelling payment in the future instead of de- 
manding it immediately, as they should do in the interest both 
of themselves and of their customers. As a rule, it is only 
rich creditors who can resort to it with success, a class who 
compel payment through this means by wringing it from the 
debtor's relations more frequently than from the debtor him- 
self. The working out of debts in correctional institutions 
seems, for the same reasons, to fail of its object, since even 
well governed institutions scarcely cover their current ex- 
penses from the income derived from this source.* The in- 
equitable character of imprisonment for debt lies in this, that 
it punishes the unfortunate debtor as severely as it does the 
malicious one. It must be clearly distinguished from the im- 
prisonment recognized by the courts as a punishment for reck- 
less or fraudulent bankruptcy.^ We must pass a judgment 

Gcrchichte und Erdberchreibung der v. Staaten, 11,247,298.) The Prussian 
law of March 31, 1838, provides a period of limitation of three years for all 
ordinary commercial debts. A similar law was passed in the Kingdom of 
Saxony, in 1846. In London, there has been found a great number of hat- 
ters, tailors, boot and shoe dealers etc., whose books showed credits of more 
than £4,000, most of them not to exceed over £10. I low much of all this 
must be lost entirely, and how that loss must increase the sums paid for 
boots, shoes and hats by the prompt payer! (McCullock, v. Credit.) We 
find, even in Athens, that the period of limitation was shortened in the in- 
terest of credit, and that in the case of minors, it did not exceed five years. 
(Dcmosih. adv. Nausim., 989.) Security for a debtor not over one year. 
(Dcmosih.^ adv. Apatur., 901.) The prohibition of Zaleukos to issue any ev- 
idences of debt whatever goes much farther. (Zenob.^ Proverb. V, 4.) 

* Compare the report of the Dresden Mandelskammer, 1S64, 11. 
^ A. Mayer^ in Faucher*s Viertcljahrsschrift, 1865, IV, 65. 

• We learn from the debates in the English parliament of February 9, 
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similar to that on the imprisonment of the person of the debtor 
on the seizure of his wages not yet due, so far, at least, as an 
amount absolutely necessary to save himself and family from 
want, is not excepted. The prohibition of such seizure, be- 
yond this, would amount to a declaration that all workmen 
without capital, even the best, should be considered un- 
worthy of credit.' We may also include in this category' 
such laws as except from execution the necessary tools of a 
tradesman, since to deprive him of them would be to pre- 

iSj7« that, ill two Years and a half, there were, in London and its environis 
7i\v>i»i> cttNC* ot' imprisonment for debt, the costs of which were from £150,000 
to JC-\>i\*.xxk In 1831» there were in one debtors* prison 1,120 prisoners, who 
o\%\h1 on un axoru^e £2 3s. 2d. (McCuUoch^ 1. c.) There was, in 1792, a case 
kA a woman \\)u>, for u debt of £19, remained in prison 45 years, and others 
hkv it. (Siv .Inv^iiii*//;, Annalen, IX, 87 ff; X, 169 ft, XIII, 125.) In En- 
gland in 1S44, arrest for sums less than £19 was prohibited, yakmsom had al- 
irad\ pit >iv>ii'il a simihir provision. (Idler, 1758, Nos. 22 and 38.) Impris- 
oiuiu'iit torilcbt >\us abolished in France, England and Austria in 1867; in 
the North (iorman Confederation, on the 29th of May, 186S, but arrest for se- 
rin it \*h MiWe was retained. Sis/nonäi finds fault with nearly all laws in the 
pieuiiheti, bei*uuse they attack the person of the debtor rather than his per- 
bonul proiHTty, and his personal, rather than his immovable, property. He 
woulil have uU this just the contrary of what it is. The first interferes with 
the \ery «»ource of wealth, the productive power of labor; the second causes 
i;<hhU to l>e sold much below their value. Neither of these evils attends the 
luht. ( .V. J'n'Hd/t'Sy I, 250.) 

' .\ law ot' the North German Confederation allows the pledging of future 
Nva^e^, only in the case of public ofticers,and those holding permanent places 
ill the hervice of private parties, whose salaries are over 400 thalers per an- 
num. The original dratt had excepted only the things necessary to workmen 
aud those directly depending on them; while the law as passed makes the 
proliibitiiui general. This was undoubtedly done for the convenience of em- 
ploy i-n» ad well as of courts; as for instance in the circuit of Dortmund, 
ihiie were, in one year, 10,000 cases in which wages were garnisheed. (An- 
nali-u vlei» N. 1>. Hundes und Zollvereins, 1869, 1071 ff.) But the recklessness 
ttt lho»e workmen whose wages are below the average, might have been 
ju»t a<» well guarded against without dragging those whose wages are above 
the a\ erage down to their level, if a distinction had been made between pro- 
iliu tioii credit and consumption-credit, and the latter had been limited by pro- 
\ uhug that no suit should be instituted for supplies made to public houses, 
la\cia> etc. 
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"vent his employing even his labor to satisfy ^ his creditors' 
claims. 

SECTION XCIV. 

LETTERS OF RESPITE (SPECIALMORATORIEN). 

Special letters ofresfite (Sfecialmoratorien) are a suspension 
of the laws relating to debt, made in favor of an individual. 
(S^uinguentialta.) They were intended to protect not only 
the debtor, but also the aggregate of creditors against the 
short-sighted severity of one of their number. They were 
wont to be given especially when the debtor showed that im- 
mediate execution would not only have the effect of ruining 
himself, but of sending his creditors away empty handed; 
while, if time were given him, he would be able to satisfy 
every one.^ But the granting of such letters has, in recent 
times, been prohibited* in nearly all countries as arbitrary, and 

*In the second book of Mases^ 22, 25 ff., and the fitlh, 24, 6. A very old 
Norman law provides that in actions for debt, execution should not issue 
against effects of the debtor which are indispensably necessary to him to 
maintain his position, such as the horses of a count or the armor of a knight. 
(Dialog, de Scaccario.) Magna Charta extended this provision so as to in- 
clude the agricultural implements and cattle of the peasantry. The moment 
these laws, in consequence of a false principle of humanity, except anything 
but what is absolutely necessary, they injure credit. Thus, for instance, in 
Brazil, a law of 1758, providing that nothing immediately employed in 
or directly necessary to the production of sugar should be seized on execu- 
tion, caused great injury to the production of sugar. (Koster^ Travels in 
Bn 1816^ 356 ff. 

' § 2, Cod. De Prec. Imper. Off., 1, 19. The diets of the Empire had granted 
such letters in the fourteenth century. (Wachsmuth^ Europ. Sittengesch., 
IV, 690.) They were granted, as a rule, only with the previous knowledge 
of the Emperor, by the police ordinances of the Empire of 1548, art 22. 

• So in Austria, Saxony, Brunswick, the electorates of Hesse and Baden. 
In Prussia, they could be granted only after a juridical decree to that effect; 
and an appeal to a superior court was allowed to reverse or affirm it. Com- 
pare MUtertnaier in the Archiv, für civilist. Praxis, XVI, and also P. de la 
Camri^ Aanwysing der politike Gronden en Maximen van Holland etc., 1669, 
I, ch. 25. Nürnberg obtained as a privilege, in 1495, that no moratorium 
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as a species of cabinet-justice. Nor should the granting of 
them be compared with the pardoning power. In the case of 
a pardon, the offended State forgives. In this case it sacrifices 
the unquestionable right of one party to the very doubtful ad- 
vantage of another. Where such letters are granted in great 
numbers, credit cannot fail to suffer. " ^inquinneUen gehören 
in die Höllen/''^ 

Yet in troublous times, when a great many debtors are in- 
"solvent at the same time, the question of modifying the laws 
relating to debt, temporarily, has been mooted. It has been 
urged on such occasions, that it would be a matter of enor- 
mous difficulty to treat, lege artis^ thousands as bankrupts at 
once ; that thousands of businesses would have to be closed, 
their stocks cast upon the market at mock prices, and their em- 
ployees thrown out of employment. But, if certain privileges 
were to be accorded to all who should declare themselves un- 
able to meet their obligations before a certain day, it would 
be known, at least, that the others were in a solid condition; 
and this would have the effect to strengthen the credit which 
had been before universally shaken. We must, however, 
leaving all cases of abuse out of the question, remember, that 
a really unrightful favor, granted to the debtor, may |X)ssi- 
bly entail the ruin of his creditor. Besides, the uncertainty of 
the law would have a much worse effect on credit than uncer- 
tainty as to the personal status of individuals.' Where, as is 
the case generally in inferior stages of civilization, debtors and 
creditors form two distinct classes, the question of right is not, 
indeed, changed, but there is a solid basis afforded for the 
political admeasurement of opposing interests. In another 



should be valid as against its citizens. (Roth^ Geschichte des NUrnb. Han- 
dels, I, 86.) 

* Compare the discussions in the French National Assembly, in the month 
of August, 1848. It is much less disadvantageous in times of great commo- 
tion, when all business is brought to a stand still, to extend the time in iivhich 
bills of exchange etc. are payable. Such a measure prevents a number of 
bankruptcies which the real balance of debts due to one and owing by him 
docs not render necessary. 
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CIRCULATION IN GENERAL. 



SECTION XCV. 

MEANING OF THE CIRCULATION OF GOODS. 

The more highly developed the division of labor is, the 
more frequent and necessary do exchanges become. While 
the hermit engaged in production thinks only of his own wants, 
and the mere housekeeper of the wants of his household, the 
man who is part of a nation and who plays a part in its gen- 
eral economy, must bear in mind the market in which goods 
of one kind are exchanged against goods of other kinds. The 
greater, more various and more changeable the conditions of 
this market are, the greater are the intellectual faculties de- 
manded to engage in it successfully, and to the advantage of 
everybody concerned in it.^ Goods intended to be exchanged 

' Enormous consumption of wax in the churches of the middle ages. In 
the cathedral of Wittenberg alone, a short time before the Reformation, 
more thap 35}000 pounds of wax candles etc. were burned yearly. At the 
same time, honey was generally used instead of sugar. How much more 
important, therefore, at that time must bee-culture have been, considered 
from the point of view of circulation as compared with what it is to-day. 
And so in Catholic countries, a difference in the external manifestation of re- 
ligion causes the relative importance of the consumption of fish to increase 
and decrease. In 1803 there was littie demand in France for ivory crucifixes, 
rosaries etc. In 1844, ^^ demand for them and ior frie-Dieu for tiie bed-room 
etc. was increased. (Mokl^ Gewerbwissenschafliche Reise, loi.) To engage 
successfully in the sale of sugar in Persia, it is necessary to know that in Uiat 
Vol. I. — 19 
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are called commodities. By the circulation of commodities is 
meant their going over from one owner to another.* Among 
the principal causes of circulation, we may mention the difler- 
ence in the nature and civilization of coimtries and peoples^ 
the distinction betweenxity and country, the division of people 
into classes etc' The rapidity of circulation depends, on the 
one hand, on the quantity of commodities, and on the other, on 
the degree to which the division of labor has been carried. In 
both respects it is, therefore, an important indication of the 
wealth of the nation, and of the world. 

Dilierent commodities have very different degrees of capac- 
ity for circulation (Circulatiomfahigkeit)^ that is, of certainty 
of finding purchasers, and of facility of seeking purchasers« 
The smaller, compared with its value, the volume and weight 
of a commodity are; the longer and more conveniently it can 
be stored away; the more invariable and well-known are it3 
value in use and value in exchange: the more readily does it 
go from one place to another, the more easily is it transmitted 
from one period of time to another and from the possession oC 
one person into the possession of another. Thus, for instance, 
the precious metals circulate more rapidly than industrial pro- 



country it is liked only in little hat-shaped lumps, which are used only as semi- 
voluntary gifts; and that, in such case, custom fixes the number of lumps. 
(Steinhaus^ Russlands commercielle etc. Verhh., 151. ) In the LrCvant-» 
workmen prefer bars of iron which are small and of varied form because? 
they find it difficult to manipulate the large ones. The English bear this \t% 
mind much better than the Russians. (Steinhaus.) A merchant fcendin^ 
wood to Southern France must be acquainted with the form of the staves 
used in the manufacture of barrels there. Compare BUscM^ Geldumlauf^ 
VI, 2, 2. 

• The circulation of goods compared to the circulation of the blood : hv 
Mirabeau^ Philosophie Rurale, ch. 3. Turgot^ Sur la Formation etc. g 69- 
Canard.y Principes, ch. 6. 

» Eiselen^ Volks wir thschaftslehre, 98 ff. If in ancient times commerce 
played a much less important part than it does among the modems, it was, a» 
Montesquieu says, because the whole commercial world was then more uni- 
form in climate and the character of its products than it is now. (Esprit de« 
Lois, XXI, 4. 
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ducts; these in turn more than raw material/ and immovable 
property circulates least rapidly of all. An improvement in the 
means of transportation naturally increases the capacity of cir- 
culation of the entire wealth of a people, and especially of those 
commodities which were not before transferable as well as 
of those of which the cost of transportation constituted a pecu- 
liarly large component part of the price.* The greater the 
capacity for circulation of any kind of goods, the greater is 
the power of control of its owner in the world of trade. If 
we compare two men, each of whom possesses a million of dol- 
lars, but one of whom has that million in monev and the other 
in land, we shall find that the former is able, for present pur- 
poses, such as loaning to the state in case of need, aiding a 
conspiracy etc., to command resources much more readily and 
effectively than the latter. Under the ordinary circumstances 
of a nation's economy, we find that the owner of money is 
very seldom in want of bread, fuel or clothing, whereas very 
many owners of other property may be in want of money.* 
True, resources which may, so to speak, take the offensive 
most energetically, offer less resistance to unforeseen misfor- 
tune. The possessor of such resources is in a condition to lose 
his all on the turn of a single die. As civilization advances, 
the circulating capacity of a nation's wealth increases.'' 

* Of the successive steps, sheaves, corn, flour, bread, — flour has the great- 
est capacity for circulation. And, indeed, the last operation of labor on a 
great many goods, because of their consequent more narrowly specialized 
utility, is accompanied by a decrease in their capacity for circulation. As an 
illustration, we may mention ready-made clothing as compared with cloth. 
The capacity for circulation of a commodity is very much advanced when 
the demand is wont to increase with the supply, as is the case with gold and 
silver, but not with learned books, optical instruments etc. Many commod- 
ities have but little circulating capacity, because no one desires to purchase 
them but at first hand. See Menger^ Grundsätze, I, 245 fl^. 

* Knies^ Die Eisenbahnen und ihre Wirkungen, 1853, 79. 

* Compare Sckmitthenncr^ I, who calls attention and with reason to the im- 
portance of loans on chattel mortgages. But Berkeley^ Querist, No. 265, 
remarks that a squire with a yearly income of £1000 can, " upon an emer- 
gency," do less good or evil than a merchant with £20,000 ready money. 

^ A very important difference between Russia and England. 
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SECTION XC\1. 

RAPIDITY OF CIRCULATION. 

With an advance in a people's public economy, we find a 
increased rapidity of circulation connected, both as cause ana'" 
effect. Every improvement, every thing which shortens the 
process of production, must facilitate and accelerate the circu- 
lation of commodities. And so, the perfecting of the means 
of transport of commodities, of the media of exchange and of 
credit, an increase in the number of middlemen who make it 
their business to purchase in order to sell again. On the other 
hand, the more rapid the circulation of wealth, the more can 
it promote production. The more rapidly, for instance, the 
manufacturer of cloth exchanges his wares for money, the 
more rapidly may he employ the money in the purchase of 
new tools and the hiring of new labor; and the sooner may he 
appear in the market with new cloth. It is here precisely as 
it is in agriculture, which is more productive where the seed 
returns several times in a year (several crops ') to the hand of 

■ Stani, Handbuch. I, J73 ff. There is also ■ umIm« circulation which II 
not calculRlcd to pramote the division of labor, but tu employ idle tfmea 
idle capital, a* in the case of games of hazard, spcculatioa in stocks, whl 
etc. Even impoverishing consumption ma/ produce rapidity of circnlatli 
OB in Germany during the war /curs iSii and 1S13, ( J', G. SduUt», ] 
fEkonoinie. 1856, 667.) Relying on this fact, liame (1751) on Public C 
DiscourKCE, No, S, argues in favor of the old ojrinion, that all drcul 
wholesome and to be encouraged. Baisgiiiürf<rl^ Traitd des Grains, I,C 
went to far as to laud wnr because It accelerated the circulation of wm 
On the necesitlj' of a artulalian sam rtfoi,itt ibid., II, 10. In a «bnilar« 
Lmoi, Trade and Money. 1705, and DuUj, R^ejiions Poliliques tur Id C 
merce, over-valued the circulation of wealth a> luch. Concerning the Ma 
cantile System, see g 11 6, Darjes, Erste Grilnde der C.imeralwJMenichl 
1768, 531'. And even Bütd, Geldumlauf, I, 19, 32 ff. III, gfi. whoin 
places nearly always overlooks real production and sees only the drcvl 
tion of money caused thereby. Thut he calls the poor when they I 
helped in money, and spend it, useful members of socictyl (IV, 3a, ] 
Similarly, v. Slrutiun, Abhandlungen, iSck^ I, :8] ff., 40a S. 
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the peasant than it is where this happens only once. The 
nearer the members of the commercial organism are to one 
another, the more rapid is circulation wont to be. Hence, it 
is more rapid in industry than in agricultiire; in retail trade 
than in wholesale; in large cities than in the country; among a 
dense population than among a sparse population. 

The regularity of circulation increases with economic cul- 
ture. Its concentration at large terminal points, its interrup- 
tion by bad seasons of the year, belong to tHfe lower stages of 
the political economy of a people; although bad harvests, 
floods, wars, revolutions etc. may, at any time, lead to a slug- 
gishness or to an arrest of circulation. 

SECTION xcvn. 

FREEDOM OF COMPETITION. 

But it is especially the freedom of circulation that increases 
with an advance in civilization, and this advance, like the two 
preceding, first affects the home or inland circulation. Free- 
dom of competition, the freedom of commerce and industry, 
technical expressions used to designate freedom in general in 
the domain of a nation's economy, is the natural conclusion 
drawn from the principles of individual independence and of 
private property. Hence its development is as slow as the 
development of these, and attains its full growth only in high- 
ly cultivated natiqns, their colonies and dependencies. In very 
low stages of economic development, the circulation of goods 
is hampered by the absence of legal security; later, by priv- 
ileges accorded to a great number of families, corporate 
bodies, municipalities, classes, etc., and later yet by the mighty 
guardianship which the state exercises by its power of legis- 
lation and even of education.^ Each one of these epochs con- 



^ As, for instance, happened in France in 1577, when all commerce, and in 
1585 all industry, were declared to be de droit domanial, Louis XIV. was of 
opinion that the king was absolute master of all private property of prietts 
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big;" and in such case, as Bodz-Reymond says, the word 
competition, meaning simply that each one is permitted to run 
in whatever direction he may see a door open to him, is but 
another and a new expression for vagabondizing. But here 
the evil does not lie in too great competition, but in this, that 
on one side there is too little competition.* The opposing prin- 
ciple of competition is always monopoly, that is, as John Stuart 
Mill says, the taxation of industry in the interest of indol- 
ence and even rapacity; and protection against competition is 
synonymous with a dispensation from the necessity to be as 
industrious and clever as other people. 

A protection of this nature, sufficiently effective to attain its 
end, would not fail to arrest the efforts of those who had ac- 
complished something, and even to turn them backward. 
That freedom of competition is a species of declaration of war,* 
among men considered as producers, is certain; but, at the 
same time, it makes all men considered as consumers mem- 
bers of one society, in which all the members are equally in- 
terested, a fact too much overlooked by socialists.* It is the 
means especially by which the greatest and ever increasing 
portion of the forces of nature are raised to the character of 
the free and common property of the human race.' " Man is 
not the favorite of nature in the sense that nature has done 
everj^thing for him, but in the sense that it has endowed him 
with the ability to do everything for himself. The right of 
freedom of competition may, therefore, be considered both 

* Nor must it be forgotten that competition raises prices as well as lowers 
them. The expressions higher price and lower price denote only different 
sides of the same relation. M. Chevalier is of opinion that our present 
breathless competition is characteristic only of a period of transition prolific 
in new inventions, a competition soon to be followed by peace. (Cours, II, 

450 ff.) 

* ^Ayaaif] (otz ' Hesiod,^ Opp., 10 ff. 

• " Whoever speaks of competition suppresses the existence of a common 
aim," says Proudhon^ altliough he adds, at\er BileanCs way, that to cure t>ie 
evils of competition by competition, is as absurd as to lead men to liberty 
by liberty, or to cultivate the mind by cultivation of the mind. 

^ Compare Bastiat^ Harmonies ^onomiques, ch. la 
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the protection and the image of this provision of nature. 
(Zacharia^f 

The person, therefore, who claims or asserts an exception 
from the nde of free competition, has to prove his position in 
every individual case, since the burthen of proof is on him. 
But the duty of interference on the part of the state is posi- 
tively pointed out where any interest common to the wh<^ 
people is not in a condition to assert itself; and negatively, 
when the custom which hitherto had prevented an undoubted 
abuse has grown too weak to continue to perform that service. 
In both regards I would call attention to the protection of fac- 
tory children against the concurrent selfishness of their parents 
and masters.' ^® Supra^ § 39, 

^ If all classes were protected against competition, no class -would derive 
any advantage from it, since a ** universal privilege ** is an absurdity. If only 
certain classes or individuals are protected, it is done at the cost of all others. 

'The question should not be formulated thus: "Caprice or rule?" but 
** Rule of morals, or rule of law?'' SchmoUer against v, Treitsckke in Hilde' 
brand's Jahrbb. 

>^ Concerning the arguments by which the commercial restrictions of the 
middle ages were defended, see below. They were^ for the most part, well 
founded for the age in which they were advanced. A judicious education 
will often be compelled to provide limitations, but always with the intention, 
by this means, of making possible a really greater independence. Thus the 
current of commerce may be too weak in a poor and thinly settled country 
in order that supply and demand should always and everywhere meet and be 
satisfied. Under such circumstances, their artificial concentration at certain 
points is among the most efficient means of promoting the economy of the 
whole people. The policy of freedom of commerce was recommended even 
in the seventeenth century by y. Ckildy by North and Davenani, W. Roscker^ 
Zur Geschichte der englisch. Volkswirthschaftslehre, 65 flf., 85 flf., 113 ff., 142 
ff. And earlier yet, in Holland, by Salmasius^ De Usurus, 1638, 583 and dela 
Court, Compare Tübinger Ztschr., 330 ff. Thus BoisguilUAtri says : 77 fCy 
cnHxit gu\l laisser faire la nature et la liberti^ qui est le commissionaire de cette 
meme nature. (Factum de la France, 1707, eh. 5.) See, also, Dissertation sur 
la Nature des Richesses, ch. VI; Detail de la France, 1697, II, ch. 13; Tr. 
des Grains, II, 8. For the most part dictated by a reaction against Colbertism. 

See further, M4lon^ Essai Politique sur le Commerce, 1734, ch. 2. M. 
Decker^ Essay on the Causes of the Decline of Foreign Trade, 1744, 31 ff, 
106 ff. y. Tucker^ Essay on the advantages and disadvantages which re- 
spectively attend France and Great Britain witli regard to Trade, 175a 
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SECTION xcvm. 

HOW GOODS ARE PAID FOR.— THE RENT FOR GOODS. 

Payment for goods (§ i ff.) of any kind can be made only in 
other goods.^* Hence, the greater, more varied, and the bet- 

■ -- ■-.- _■_■ - ^^ ^ _ ^ ^ IM M I 

J^0rbommas, El^mens du Commerce, 1754« ^) ^3« Genovesi^ c. I, 17, 3, is of 

optnkm that at least in case of doubt, commerce stood more in need of free« 

dom than of protection. Verriß in his Meditazioni, goes still farther. The 

J^hysiocrates, with their hasset aller and Uussez faire recommend competition 

as the best means to increase the net income of a people. According to Du' 

,^oni, 147 ff, €A. Daire, the province of l^^lation is confined to declaring the 

lavrs of nature. His motto is: UberU and propriiti, Adam Smith asks that 

Ithe state should do only three things: insure protection against foreign 

states, the administration of justice at home, the establishment and mainte- 

siance of certain institutions of advantage to the whole community, but 

^which private interest could not establish for want of means to cover the ex« 

J2>en8es attending them. (Wealth of Nations, V, ch. i, 2.) Hence he de- 

inands (III, ch. 2) the abolition of all kinds of ßdei commissa^ of royalty in 

amines (I, ch. ai, 2), of all corporate and exclusive privileges, of all protective 

'duties etc. (IV, ch. 1 ff), but especially of the colonial policy hitherto in 

^^ogue« (IV, ch. 8.) 

The attacks of the Socialists on freedom of competition were begun by 

^^Ukte^ Geschlossener Handelsstaat, 126, in which it is called a robber-system 

^mat system of spoliation. He would have the state have more solicitude for 

^urnan industry than if men were so many swallows. See further, Sismondiy 

"^I. Principes, passim, who everywhere demands the protection of the gov- 

^»mment for the weaker. Fourier^ N. Monde industriel, 396, who thinks that 

^ monoPole giniral is always a preservcUif contre le commerce, Basiiat^ Har- 

Tnonies ^onomiques, ch. 10, has a very valuable refutation of these follies. 

Recently, Rodbertus^ Hildebrand^s Jahrbücher, 1865, II, 272, is of opinion 

'Ihat ** social individualism '' has ever had in history the task of dissolving 

decaying societies, as, for instance, under the Caesars. 

> Whoever would sell to others must purchase of them. (Child.^ Discourse 
of Trade, 358.) Similarly Temple^ Works III, 19, and Becker ^ Polit Discurs, 
J 547. This view seems to have become the national one first in Holland, 
0>mpare also ^uesnay^ 71 and Mirabeau^ Philosophie rurale, 1763, ch. 2. 

• We often hear it said : " nothing sells because there is no money." But 
the real cause here is, in most instances, not a want of money, but a want of 
other goods which might serve as a counter-value. In bad times, for in« 
stance, there is many a weaver who would consider himself fortunate, even 
if he could get no money for his cloth, to obtain instead, meat, bread, wood, 
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wouiided in the leg. The healthy limb is prevented by the 
sick one from performing its functions.* 



SECTION XCIX. 

FREEDOM OF COMPETITION AND INTERNATIONAL TRADE. 

Does the same rule apply to the commercial intercourse of 
nations? Where the feeling that all mankind constitute one 
vast family is stronger than that of their political and religious 
diversity; where the sense of right and the love of peace have 
extinguished every dangerous spark of ambition for empire 
and all warlike jealousy; where, especially, their economic 
interests are rightly imderstood on both sides, a real conflict 
between the interests of two nations must always be a phe- 
nomenon of rare occurrence, and an exception to the general 
rule, which should not be admitted until it has been clearly 
demonstrated to exist.^ Highly cultivated nations generaUy 

♦Those indeed who live by the spoliation of others, as robbers, deceivers 
etc. arc interested in the economic prosperity of the latter only so long as 
their spoliation of them is not endangered. Only to this extent can it be 
claimed with /^r. Ltsf that the nobility of tlie Middle Ages, in obeying the 
selfish calculation which led to the oppression of the peasantry, engaged in 
as bad a speculation as a manufacturer of our day would who should feed 
his steam-engine with nothing but saw-dust or scraps of old paper. The 
cities of the middle ages had a much more undoubted economic interest in 
the emancipation of the peasantry as a class than the nobles or the clergy. 

* Such exceptions there certainly are, even if it were not true " that the 
most godly cannot rest in peace unless he is acceptable to his ungodly neigh- 
bor." Nations that furnish the same products as we do may, indeed, " spoil 
our market," just as at home the selfish shoemaker may desire the prosperity 
of all wearers of shoes, that is of all other industries, but not that of all 
other producers of shoes. The view that long prevailed, that one man^sgain 
was always some other man*s loss (TA. Morus.y Utopia 79, ed. Colon. 1555; 
Baco^ Sermones iideles, cap. 15; quuiquid tdicubi adüdtur, alibi detrakitur ; 
M. MontaigMy Essais /, 21: le% prouficit de Vtin est le domtnage de Vautre) 
prevailed much longer in international affairs where observation is much more 
difficult than in national affairs ; although even here, P, de la Courts Maximes 
politiques, 1658, contrasts the economic interest of Holland with that of the 
rest of the Netherlands and prefeis it to theirs. Even Voltaire wy%i "The 
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look Upon the first steps m the civilization of a foreign people 
with a more favorable eye than they do on the subsequent 
progress which brings such nations nearer to themselves.* 
Yet the realization of the above mentioned conditions on all 
sides is something so improbable, unpatriotic "philanthropy*' 
sometliing so suspicious,* the greater number of mai 



deüre o( the greatness of the Fatherland includcE the dean of evil ti 
neighlKir. Evidently no couDtry can gain except what another lote«." (D 
philogophiquc, v. Putrie.J Compare, however, Ihe ftut-Ute in bit IIiki 
de la Russie, I, i,on the occasion of the English .Ruuinn treaty of ct 
Similarly, fSttiiani, Delia Moneta, I, i, IV, i ; Vm-ri, OpuscoU, 335, and re- 
cently V. Caacrin who iay» that "in eve^]r^^ay life, property i« acquired only 
at some other person'i enpense." (Wcltreichlhum, iSii, 119. Ockonomio der 
mcnschl. Geicllschaft, 1845,33.) The cosmopolitan view (.Yirwijfi., Cyrop., 
Ill, 1, 17. Hier, to) which prcvoiU in Adam Smith'« school was introduced 
by //«»H, EB»ay8,i75j, On the Jealousy of Trade, ^■wiikij', EncyclopMie,« 
Grains, 194, ed. Daire ; A. SmitA, Theory of moral Sentiments, 1759, p. 6, « 
», ch. 1. PiHlo^ LelUe *ui UJalou&iede Commerce, 1771, and y. Taclttr, Fvi 
Tracts on commercial and political Subjects, 1776, 34 ff and 4J ff. "T 
»yslem of slates exercises no influence whatever 00 the world's 
merce." (/.ott, Handbuch I, 11.) More recently, /T. ChAJm, in hti Rui 
Edinb., iBjä, among others argued, that tlie conquest of Turkey by the Rd^ 
sians would be u&eful to England, because then more (.') English produc' 
would probably be sold there. Russia would become no stronger thereby, m 
conquests always injure the conqueror more than they benefit him. The 
idea of European equilibrium 1« ihcreforc a chimera, because 11 
be prevented from having an internal growth, as great as may be. Thu>, fa 
the »ummer of 1853, we heard the London Time» »onietimc» preach tl 
every cannon-shot Ürcd by the English at the Russian« might kill an Engtll 
debtor or an EngliEh cu&lomer. The Venetians entertained a «imilar v|m 
bI the beginning of the fifteenth century. Compare M. Sanud« in ilmrattH, 
Scriptorcs, XXII. 950 S. See above, g 11. 

Moreover, Malthu« had recognised that there were natural rivalries be- 
tween nations which produced exceptions to Tucker's laws. [Prli 
Preface.) Similarly Garvt, in Cicero's Pflichten (17S3), III, 146 ff. 

* B. Franklin, Works, vol. Ill, 49. Sismondi c\a\mi for all civiliicd n 
the right of interfering with the govcmmenl» of other nations with 1 
they have or might have commercial relations, and of inusting that they 
shall have a good government under which commerce may frmly develop. 
(N. P.VII,ch. 4.) 

* As for instance when the «mi det iummrs says that he fell towards an En- 
glishman or a German as he did towards a Frenchman with vrboia he wa« 
not acquainted. Mirabeau, Philosiiphie ruralc, ch. ^ 
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SO incapable of development except under the limitations o£ 
nationality, that I should observe the total disappearance of 
national jealousies only with solicitude. Nothing so much 
contributed to the Macedonian and Roman conquests as the 
cosmopolitanism of the later Greek philosophers.* 

As all commerce is based on the mutual dependence of the 
contracting parties, we need not be surprised to find interna- 
tional commerce so dependent. But this dependence need 
not, by any means, be equally great on both sides. Rather 
is the individual or the nation which stands in most urgent 
need of foreign goods or products the most dependent. Hence, 
it seems that, in the commercial intercourse between an agri- 
cultiu-al and an industrial people, in which the former furnish 
food and the raw material of manufactures, and the latter 
manufactured articles, the latter are the more dependent. In 
case of war, for instance, it is much easier to dispense for a 
long time with manufactured articles than with most articles 
of food.' However, this condition of things is very much 
modified, for the better, by all those circumstances on which 
the dominant active commerce of a nation depends. It is, for 
instance, much easier for the English, on account of their 
greater familiarity with, and knowledge of the laws and nature 
of commerce, on account of their business connections, their 
capital, credit and means of transportation, but more particu- 
larly on account of the greater capacity of circulation of their 
national resources, to find a new market in the stead of one 
that has been closed to them, than it is for the Russians with 

their much more immoveable system of public economy.* It 

^ - ■ « 

^Thus, for instance, the Stoic, Zeno: Plutarck. De Alex, fort, i, 6. 

* Compare even Lauderdale^ Inquiry, 274 ff. 

* How well, for instance, the English sustained NapoIeon^s continental 
blockade, the evils produced bj which were intensified by several bad har- 
vests. Its worst time did not, indeed, coincide with that of the struggle with 
the United Slates. The ancient Athenians, during their contest with Philip 
of Macedon, considered the question of the supplies from the Bosphorus 
etc. as one of life and death. But this can be looked upon only as a cogent 
proof of the small development which their commercial talents had received 
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PRICES. 



SECTION C. 

PRICES IN GENERAL. 

The price of a commodity is its value in exchange expressed 
in the quantum of some other definite commodity, against which 
it is exchanged or to be exchanged. Hence, it is possible for 
any commodity to have as many different prices as there are 
other kinds of commodities with which it may be compared.^ 
But whenever price is spoken of, we think only of a compar- 
ison of the commodity whose value is to be estimated, with the 
commodity which, at that time and place, is most ciurent and 
has the greatest capacity for circulation. (Money.) * When 
two commodities have changed their price-relation to each 
other, it is not possible, from the simple fact of such change 
of relation, to determine on which side the change has taken 
place. If we find that a commodity A stands to all other 
commodities, C, D, E etc., in the same relation as to price as 

* According to the acute analysis of language made by F', y. Neumann^ 
Tübinger Ztschr., 1872, 317 flf., the word "price" has reference to an actual 
purchase or sale, while the expression " value in exchange/* generally called 
simply value, is based upon a valuation, or intimates in a general way that an 
object possesses value ; value in exchange is, so to speak, the average of sev- 
eral price-determinations. Price, according to Schäjfie^ is the external con- 
sequence of value in exchange, a means of representing the latter. (N. GEk., 
Ill, Aufl., I, 218.) Only through the difference between value in exchange 
(universal possibility) and price (special reality) is the laesio emormis of the 
jurists possible. (SckmittkenHer^ Staatswissenschen, I, 416.) 

' By market price, /rix couranty is meant the money-price of commodities, 
determined by competition. 
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before, while commodity B, compared with the same, has 
changed its place in the scale of prices, we may infer that 
B, and not A, has left its former position.^ 

The words costly and dear, as contradistinguished from 
common and cheap, both indicate a high price. We, how- 
ever, call a commodity costly whose price, compared with 
that of other similar commodities, is high. On the other 
hand, we call a commodity dear when we compare it with 
itself, and with its own average price in other places and at 
other times.* 

In individual cases, the price of a commodity is determined 
most usually, and at the same time most superficially, by cus- 
tom; people ask and pay for a commodity what others have 
asked and paid for it. If we go deeper and inquire what 
originated this customary price and may continually change 
it, we come to the struggle of interests between buyers and 
sellers. And if science would analyze the ultimate elements 
of the incentives to this struggle and the forces engaged in it, 
it is necessary that it should keep in view the entire economy 
of the nation, and even all national life. 

SECTION CI. 

EFFECT OF THE STRUGGLE OF OPPOSING INTERESTS ON 

PRICE. 

No where in the public economy of a people are the workr 
ings of self-interest so apparent as in the determination of 
prices. When the price of a commodity is once fixed by the 
conflict of opposing interests,^ the self-seeking of every indi- 
vidual dictates that he should thereby gain as much as possible 

* A problem very similar to that of the motion of bodies in space. 

* Lotz^ Handbuch, 50 fF., calls those commodities costlj which are obtained 
only at a high cost of production, and dear, those whose price is above the 
cost of production. 

* Compare Canard^ Principes d*Economie politique, ch. 3. Almost simul- 
taneously, H. Thornton^ 1802, Paper-Credit of Great Britain. 
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of the goods of others, and lose as little as possible of his own. 
In this struggle, the victory is generally to the stronger, and 
the price is higher or lower, according to the superiority of 
the buyer or seller.* But who, in such case, is the stronger? 
Political or physical superiority can turn the balance one way 
or another only in very barbarous times, and especiaUy in 
times when legal secimty is small.^ As a rule, it is the party 
in whom the desire of holding on to his own commodities is 
strongest, and who is least moved by the want of the wares: 
of others. As in every conflict, confidence in self, sometimes 
even imbounded confidence in self, is an important element of 
success. A party to a contract of sale or barter, who con- 
siders his immediate position decidedly stronger than that of 
the other party, will scarcely depart from his demands. Hence 
it is, that in exchange, one party so frequently holds back 
until the other has expressed his terms.* How different is the 

• See yäcMsoH^s Account of Morocco, 284, for cases in which, in the Sahara, 
when the burning winds of the desert had dried up the water in the leathern 
bottles of the caravan, a dnnk of water cost from $10 to $500. 

• The North American aborigines very frequently consent, in their ex- 
changes, to take any offer made to them by their equals, however insufficient 
it may be, because they fear revenge. Sckoolcrajt^ Informatioa etc., 11, 17S. 
As to the effects of cunning, the Tungusi, when they get a glass of brandy 
from the Russians, grow almost idiotic, and give away their goods at mock- 
prices in drink, (v, Wrangell^ Nachrichten, I, 233.) In the higher stages 
of civilization, on the other hand, very distinguished people are, by no 
means, privileged because of their position, in the struggle for prices. In 
modem times, claims (reclamen) have taken the place of greater physical or 
political power. Compare E. Hermann^ Leitfaden der Wirthschaflslehre 
1870, 91 ff. 

• Thus Ga^Ht says, that before one of the two parties has expressed his 
want to buy or to sell, the pans of the scales are in equilibrium. The first 
that speaks breathes on one of them, and it drops. (Dialogue sur le Com- 
merce des Bleds, 1770, No. 6.) This has been verified in a striking manner 
in California, where the most valuable commodities were often purchased at 
auction at the lowest prices, while when purchased from merchants and 
even the most wretched shopkeepers, they were sold enormously dear. 
(Gtr stacker y in the Allg. Zeitg., May, 1850.) Thus there were harvested in 
France, in 1817,48,000,000 hectolires of wheat, valued at 2,046,000,000 francs, 
in 1820, 44,500,000 hectolitres valued at 895,000^000 francs. (Cordier.) This 

Vol. I.— 20 
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price of the same pieces o( land which a new railroad ente 
prise is compelled to pay and the prices it \vould yel for ih« 
from the adjoining owners, in case of tlje dissolution of t 
company. 

But the struggle to raise prices or to lower ihcm, which I 
alwaj's going on, undergoes moditicattons of every descriptioi 
among all really commercial nations, partly through llie in- 
fluence of the public conscience, which brands as inhuman 
and blameworthy the spoliation of the opposing party by acts 
which the laws do not reach. And this consideration by ihe 
public conscience is all the more .severe in proportion as real 
competition in the article sold is wanting.' But the chief mod- 
ification in this struggle is produced by the fact, that where 
civilization has advanced farthest, every commodity is ofli;rcd 

for sale by a great mJUiy and wanted by a great many.* A« 

soon as several seek the same object, there naturally results 
rivalry among them, which induces each to attain the desin 
end, even by the making of greater sacrifices than othei 



vnsC diiTo-ence in price existed, bM'ausc in 1S17. Ihc whole world was M 
trembling under the irapreision made by Ihe failure of the crop» in iSi 
while in iSjo. the feeling of comfort and secuHtj chumhI by Ihe rich n 
1819, »till prevailed. Low prices at farced »le« under decree etc. Se« I 
low, g 5. That Irftveler» arc so frequenllj taken advantage of !n eOeclii 
changes of nionc_v Is explainable parti j' by their urgent wants, which are wl 
known to the opposite portv, and partly by their supposed ignorance in tl 
matler. And bo, at auction sale", out. Iiidding one another ha* aometlilt 
very seductive in it for ignorant or hot-headed purchasers. 

•It was considered immoral by his contemporaries, when William theCa 
queror introduced the custom of farm-letting to the highest bidder. (, 
Ttirrry, Conqaite 6e I'Angletcrrc, II, 1:6. 6J- Bruieltei.) It is repugn« 
to poetic and delicate minds to think that everything has a price exact 
fixed. (§3.) I need only refer to the picture of Helen which Zetu 
exhilrited for money, which act of hi» was characleriied, by his cotemp« 
rie<, as a species of prostitution. Val. Mac, III, 7. .Slian, V, 4, r\', \ 
Socratn judgment on the payment of the sophists. Xtnefi^ Mcmor., 
6,13- 

* Competition has only ■ negative Influence on prices, inasmuch m it met 
ifies the extreme operation of Ihe other grounds of their 
Titrmtam, Paper Credit Loti, RctUIor, 1611. 1. 74 ff, 141 (T. 
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The greater the supply of a commodity is, as compared with 
the demand for it, the lower is its price; the greater the de- 
mand as compared with the supply, the higher it is. And, 
indeed, there is question here, not only of the mass of things 
supplied or demanded, but also of the uitensity of the supply 
and demand.^ 

K the exchange-force of both contractants be equal, or, in 
other words, if both, with equal knowledge, are interested in 
the completion of the exchange, there results from this atti- 
tude of the parties toward each other, what is caUed an equit- 
able, or average price, in which both meet with their deserts. 
Here each is a gainer, since each has parted with the com- 
modity which was less necessary to him, and received in 
exchange the commodity which was more necessary to him. 
Looked at, however, from the stand-point, not simply of a 
nation's but of the world's economy, the value given and the 
value received are equal. ^ • 

'The expression, "intensity of demand," in Maltkus^ Principles, ch. 2, sec. 2. 
As early a writer as Sir y. Stewart calls attention to the difference between 
large and high and small and low demand. A high demand will always 
raise the price, as when, for instance, two wealthy virtuosi compete at an 
auction. Paucarum furore ^etiosa^^s Seneca says. An English penny of the 
time of Henry VII, once sold, on such an occasion, for £600. In 1868, at the 
Lafitte auction, seven bottles of wine sold to Rothschild at 235 francs a piece 
after the Mmson dorie had offered 233. (N. freie Presse, Dec. 17, 1868.) A 
great demand has frequently no result but to increase the supply, ^d the 
price rises only in so far as the demand is too sudden to permit a parallel 
growth of the supply. (Principles, Book II, ch. 2, 10.) The present price 
of tea could not remain unaffected, if ten different private merchants, com- 
peting one with another, or the agent of a privileged commercial society, 
should send orders to China for an equal quantity of tea. ( Verriß Medita- 
rioni, IV, 8 ff.) 

* Immense weight laid on the cequalitas ^ermutationis (after Aristot.^ Eth. 
Kicom., V. 7,) in the ethics and economics of the scholastic middle ages, 
and in the time of the Reformation. Compare Mclanctkon^ in Corp. Ref., 
XVI, 495 fit; XXII, 230. 

•A very barbarous theory of price \w Xenofk^ De Vectigg., 4. The an- 
cients made litüe progress in this respect, although there are not wanting in- 
genious observations on certain phenomena of prices. (See Aristat.^ (?) 
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As a rule, the price-relation of two commodities is deiei 
mined by this relation of demand and supply, — bj- the des 
to possess and the difficulty of obtaining them. We mua 
therefore, examine on what deeper relations supply and de- 
mand themselves depend.'" In the case of the purchaser, the 



Oecon. II; Ckrre, De OflT. Ill, ii ft.) Afariamt. De Rege et Regie IniÜtu- 
tione, 159S, III, «xplnins price bi the relation of value I0 quanütj'. Accord- 
ing to Lodit, the price of a thing is deterniined by the relation between 
"quantity" and "vent": the increase or diminution of it* uteful qiuilitie» {g 
fluenccs it onlj so far as it altert that relation. (ConBideraÜonE 01 ~ 

sequences of the Lowering of IntereiE etc, 1691, Works II, soff) Zjhv, M| 
the contTBTT, govs that the "vent" can never be greater than the "quantlq'; 
but that the "demand" may be. Wherefore, he proposes the formula: qui 
lit}* in proportion to the demand. (Trade and Commerce contidcrod, i' 
ch. I-) In chaji. 0, Law distinguishes three elements In price; qunlilj, q« 
tily and demand. The expression " quantily " is, eertainlv, very tinsa' 
tory. How many example« doee not Tockt (Thoughts and Detail« c 
liigh and low Prices of the lost thirty Years, 1813, part IV) give to iE 
träte how, when the supply was smallest, prices were lowest oiul x 
It WM BO almost always after the market wa* ovcr-ßlled, when n great n 
speculator« had lost and no one dared to purchase anew. Momtanari (olh 
1687) furnishes us with an excellent theory of prices. (Delia Moneta. £4 fU 
Custodi.) And a Süll better one, Sam. FvfeHdarf, Jus Naturre ct Gcntiul ~ 
167^, V. 1, who mustl>e considered the (»est authority on the laws of p 
before Steaart. • Boiigmiilederl, Traiti des Grains, II, i, 10. Galutia. \ 
MoneU, 1, 1, knows only the factors uliliti and rarilA, although in hia c 
sitlon of the latter, he discusses many points which would \>e called the cMt 
of production in our lime. The wisdom of Providence ho« grunted u* the 
most useful things in the greatest abundance to make them cheap. Strvart, 
Principles II, 2, 4, rendered a great service to the theory of price«, Iraciof 
back supply to tlie cost of production, demand to want and obili^ to payi 
and his deserves to be called the immediate predecessor of Htnmmm't r*- 
markabte theory. (Hermann, Stoalsw. Untersuchungen, 66 If.) For * pe- 
culiar theory of prices, see Paganitti, Saggio sopra il giusto Pregjo drdle 
Cose, 189 ff. AVn, Osservaiioni, 175t, 117. Cw/. .Wea^w, GruiuUiti«, I, 
179 ff,, has made an interesting attempt to explain the formatian of price« 
in its simplest shape, in the supposition of a monopoly in the celler. and by 
then going oter lo tlic subsequent modiücations introduced by the competi- 
tion of many seller*. 

i> " Instead of separating, in the same matter, the points of vie« of Ih^^ 
y distinguish t 
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value in use of the commodity and his own ability to pa)' con- 
stitute the maximum limit of its price, which price may, how- 
ever, be modified by the cost of producing it" elsewhere or at 
another time. In the case of the seller, the cost of produc- 
tion is the minimum limit, which may, however, be extended 
by the cost of procuring the commodity by the purchaser at 
another time or place.^^ 

SECTION cn. 

DEMAND. 

The purchaser in his demand is wont to consider principal- 
ly the value in use of a commodity, according as it, in a higher 
or lower degree, ministers to a necessary want, to a decency 
or to a luxur)^ The difference of opinion as to which of 
these categories any given want belongs depends not only on 
the natiu'e of the country and the customs of its people, but, 
for the most part, also, on the prejudices of class and on per- 
sonal individuality.^ A reasonable man will employ only the 

The possessor of the more current commodity appears especially as demand- 
ing, that of the less current as offering or supplying, (v, Mangolldt.) 

" This is for free good8=0, for monopolized goods=^. 

" The obvious fact that every price supposes a comparison of two com- 
modities, and that every buyer is, at the same time, a seller, has been over- 
looked by only too many writers. And hence Dutofs opinion, that, as all 
men buy and few only sell, the state, in case of doubt, should favor the buyer. 
(Reflexions sur le Commerce et Ics Finances, 1738, 962, dd. Daire.) And so 
the oflcn-mooted question whether universal dearness or cheapness is more 
useful : the latter advocated, for instance, by Herbert^ Police g^n^ale des 
Grains, 1755; Verriß Meditazioni, V; the former by Boisguilieberi^ Traits 
des Grains, I, 7,11, 9; and by the Physiocrates. (^iesnay^ Maximes g^n^rales, 
Nr. 18 ff., I, Probleme &onomiquc; also by A, Tourtg^ Polit. Arithmetics, 
ch. 8.) The laity in Political Economy understand by dearness only the gen- 
eral cheapness of the medium of circulation or exchange, and vice versa. 

1 Thus, even a poor man in Naples sometimes requires a glass of ice- water. 
The introduction of the extensive use of snow into Sicily improved the con- 
dition of the public health. (Rehfues^ Gemälde von Neapel, I, 37ff.) On the 
other hand, furs, in the far north, are articles of prime necessity. Newspapers 
in a free country sastisfy^ a want much more urgent than in countries which 
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i^urplus of the first class in the satisfaction of wants of the 
second, and again only the surplus of the second in the satis- 
faction of wants of the third.' 

If the value in use of a commodity rises or falb, and sur- 
rounding circumstances remain tmchanged, its price also rises 
or falls.' * 



are not free. Ana so, Smiar saji that shoes are " necestarici " to bU Eng- 
lishmen, since without them, their iiotlth would »ußer. To the lower chu«a 
of Scotland they are " luxuries." Custom permits them to go barefoot wi:h- 
□ut ha/dthip or degradation. For the middle class« of the same countn, 
they are "decencies." Shoes are worn there, not to protect the feet but one** 
civil poBib'on. In Turkey, tobacco is a decency and wine a luxury. Tlie re- 
verse is the case in England. (Outlinci, 36 ff.) 

' As to the relativity of the opposite! of " temperance " and " cice*»," every 
person should attend to the following points: a, not to exceed one's income; 
b, to provide for one's self and one's family ; c, to lay by something for a 
rainy day; d, to place one's self in a position to care for the poor; e, to in- 
dulge in no pleasure injurious to body or mind; f. to give no l>ad csample. 
^TWilw, Two Sermons, 29 fT.) Atengtr, Grundsätic, I, 9a ff., endeavor* lo 
comporcthc value in useofdÜTerentcommodilies from the point of *icw, tfaal 
the means of gratificatian of a less urgent want, when the more urceni vantm 
of the present arc satisfied completely, should be prelerTvd to the mean* of 
over .gratifying the latter. 

* Thus the price of many dark articles of apparel rises in a moment at m- 
capected universal mourning. A very remarkable case in Paris, at thedenlli 
of Henry II. ( Momlanari, Delia Moneta, 8<i, CustodL) On the other lund, 
a change of fashion may greatly depress the price of many commotfities. 
Such a change may take place even in the case of precious stones; oa, far 
instance, now in Loudon, a perfect emerald is most highly jtriied. (Ximg, 
Precious Stones and Metal«, 1871.) The rise of tnony drugs in Urn«* oT 
cholera, and of leeches, for example, in Paris, 600 percent Rise of the price 
of powder, horses etc. at the ouibrcak of a war, and of the price of Iron 
caused by extensive railroad building. 1 n Circossia, a good shirt of mail wm 
formerly worth from 10 to 100 o»en : but since it wos discovered not to be a 
protection against cannon balli, its price fell 50 per cenL (StU, Journal of ■ 
Residence in Circassia, 1, 403. 

«On -connected" (onmaurii) goods, the use of one of which 
use of the other, as, for inatance, sugar and colfcc, wood and stone 
the construction of buildings, sec Sciäfii, NaLOek, II. Auä, 179. 
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SECTION cm. 

DEMAND. — INDISPENSABLE GOODS. 

When the supply of articles of luxury diminishes, the price 
of them, it is true, rises. But as now there is a number of 
purchasers no longer able to pay for them, the demand for 
them also decreases, and their price, as a consequence, rises in 
a less degree than might be inferred from the amount and con- 
dition of the supply merely. And so, on the other hand, an 
increase of the supply which lowers the price is wont, in the 
case of pleasures capable of a wide extension, such as are min- 
istered to by fine roots, vegetables, etc., to produce an increase 
of the demand, and this operates to arrest the falling price. 

It is quite otherwise, in the case of indispensable goods, as for 
instance, wheat. When there is a want of such an article, men 
prefer to dispense with all other articles, to some extent, rather 
than to practice frugality in bread; and all the more, as bread 
is not so much used as consumed rapidly, while clothes and 
metallic articles last a long time. And even after an over- 
abundant harvest, leaving voluntary waste out of the question, 
consumption is increased by a finer separating of the flour, an 
increase in the amount of com fed to cattle, and the distillation 
of spirits. Hence, demand and supply by no means nm in 
parallel lines at every moment; and indispensable articles tend 
to greater perturbations in price than those which can be dis- 
pensed with.^ * The price of grain, especially, varies in a ratio 

* Observed by Necker^ Sur la Legislation et le Commerce des Grains, 1776. 
Compare RoscicTy Ueber Kornhandel und Theuerungspolitik, 1853, i ff. In 
Athens, for instance, the medimnos of wheat cost ordinarily five drachmas, 
but during the siege by Sulla it rose to 1000 drachmas. (Demosth. adv. 
Phorm., 918. Plutarcky Sulla, 13.) Compare II. Kings, 6, 25, 7, 1. In Paris 
during the siege by Henry IV. it rose to 5000 per cent of the ordinary price. 
(Lauderdale^ Inquiry, 60 ff.) During the siege of Breisach, in 1638, a mouse 
was finally worth i florin, the quarter of a dog, 7 florins, a quarter of wheat, 
80 thalers. (Röse^ Leben H. Bernhards, M., 11, 269.) Compare Strabo, V, 
348 seq. 

' Wheat is still more indispensable than meat. Hence, in the ten principal 
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very different from the inverse ratio of tlie amount of the | 
harvest;' although a formula therefor expressetl in figures, | 
like that of Gregory King, can never be applicable universal- ' 
ly.' Farmers must everywhere and always withhold a certain 
amount of their harvest for seed, for home use elc^ from the 
market. Only absolute necessity can induce them to draw aa 
the quantity thus laid by. But the ratio of this part to tJie 
whole is very difierent in diflerent countries,* In the higher 
stages of civilization, wliere payment in money has taken the j 
place of payment in produce, and all other kinds of [layment^fl 
and where the cultivator of the ground pays the wages of hU^ 
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market« of Prussia, tlie price of rje rose much more from 1811 to i96o than 
llii; price of beefi the former between o.ji and 1.03 silver groschent «nil tht 
latter lietween 1.3) and 4.94 silver groschens. (Annalen der preiuabchcs 
LandwirthBchaft,i869, N0.9.J And Boin the Rhine district, the wine b«rre«ti 
have undergone much greater changes in price than the prices of must, mt- 
though the jeart differed vcr^ largely in the tguality of the yield. Tltil« the 
crop of 1830 vai only 315, that of 1S6S, 10,845 pieces, and jct the m ~ 

price between 1S31 and 1S65 was only from 3 to 5S Ür. per ome. (Smg 
Preuss. Statist, Ztschr., 1871, l63 E 

'In England, the price Of wheat has not unfrequently risen &om 100 M " 
300 per cent, when the harvest was from onc-sixth to one-third iindcr llie 
average, and when a supply from abroad had moditicd even lliis condition 
of things. (Toake, History of Prices, I, 10 ff.) Toollt is of opinion that in ■ 
country with poor-laws like those of England, a deficit of one-third in Ihe 
wheat crop, if there were no stores remaining and no importatioD Gram 
aliroatl, would cause the price of wheat to rite, 500, boa, and even 1000 per 
cent. (p. 15.) 

*Sec Daveitant, Political and Commercial Works, London, IJ71, II, I34. 
Tooke was »omewhat acquainted with DavcnanL According to ihi* law, a 
deficit in the harvest of 10 per cent, would raise llie price of corn 30 ptr 
cent, ; one of 20 per cenL would raise the price of corn 80 per ccnL ; ooe of 
30 per cent would raise the price of com 160 per ccnL; one o( 40 ptr oeat. 
would raise the price of corn iSo per cent-, one of 50 per cent wanM rawe 
the price of corn 450 per cent 

> In BngUnd, it is 3S.S per cent of the supply that come* to th/e m«rh«L 
(Quart Review, XXXVI, 415.] In Belgium 40. and m Saxnay >t lout 50 
per cent. (Eh/^. Jahrb. der Slalisiik etc. von Sachsen, i, 376.) I« Gtr- 
many, ilie farmers consume on an average two-third« themsclv««. fr. Vit- 
bahit, Zol1-v-Statist, ir, 95S.) With this Plale, De Legg., VIII, fne* i«- 
markably well. 
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laborers almost exclusively in money, so that they, like all 
others, purchase what bread they require in the market; a 
given deficit in the harvest must be spread over a much larger 
market supply; and prices, therefore, remain much less affect- 
ed than in the lower stages of civilization.® And so, it is clear 
that a like bad harvest must affect prices very differently, if 
there be a large importation or exportation of the means of 
subsistence, and if several bad harvests, or several harvests 
yielding more than the average have preceded. 

In another respect yet, the price of indispensable commodi- 
ties is very sensitive, because here the mere fear of a future 
want of them has a far deeper and wider influence, than has 
the fear of want of articles of luxury. No matter how good 
the wheat crop may have been, if the weather afterwards 
interferes with its harvesting, the price of wheat, in countries 
in which the spirit of speculation is on the alert, will certainly 
rise, because the prospect of the future crop then becomes 
somewhat doubtful.^ 

SECTION CIV. 

INFLUENCE OF PURCHASER'S SOLVABILITY ON PRICES. 

The purchaser, besides the value in use of the goods he de- 
sires to buy, considers his own solvability (ZahlungsJähigkcU=. 
ability to pay). It is only solvent demand which can influence 
prices.^ For instance, among a people made up almost en- 

•On the difference in this respect between England, Germany and north- 
western Norway, see Hermann^ P« 7i« 

^ Hence it not unfrequently happens that grain grows dear not from any real 
M-ant of it, but because it is generally supposed that such want exists. For 
an explanation of why it is that wheat and similar commodities have an al- 
most invariable price, when the average is taken of a long scries of years, 
sec infra § 129. 

* Case in Naples in which after a poor harvest the price of corn remained 
very low, because the oil-harvest had also failed, and the poor could earn 
nothing in that industry in which they were largely employed, and vice 
versa. (GaUiani^ Delia Moneta, II, 2.) Thus Adam Smith, Wealth of Na- 
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tirely of proletarians, there will be a great many cases of 
starvation and death after a bad harvest, but the price of com 
will undergo only a slight increase.' But where the greater 
number of inhabitants own property, and where the wealthy 
come to the help of the poorer classes by means of poor-rates 
and acts of benevolence, it is scarcely possible to assign limits 
to the increase of the price of com. By a necessarj' connec- 
tion, when indispensable articles grow dear, the demand for 
articles that can be dispensed with generally decreases, and 
vice, versa? Every merchant, engaged in an extensive business, 
is interested in knowing in advance the results of the com 
crop. The higher the price of a commodity rises, the nar- 
rower, of course, grows the circle of those who can pay 
for it. • * 

tions, I, ch. 7, distinguishes between " efTectual '* and ** absolute ** demand. 
Similarly y, Steuart^ Principles I, ch. i8. Care should be taken to distin- 
guish in this respect between desire and demand. 

^Thus, in the famine in Ireland in 1821, during which potatoes rose to fab- 
ulous prices, but wheat scarcely at all, and had therefore to be exported. 

^ In TookCy History of Prices (2d edition of the Thoughts and Details etc.), 
wc meet repeatedly with the assertion that when the price of wheat rises, the 
price of colonial products and manufactured articles sinks, and vice z^rsa. 
Thus, in England, the price of the evidences of national debt increases from 
two to three per cent, in fruitful years above what it is alter a bad harvest 
( LauderJalcy Inquiry, 93.) The British nation paid for the cotton it needed 
for their own consumption in 1845 over £19,500,000; in 1847 only £9,5oo,ooa 
(HanficMy Organization of Industry, 162.) 

^ Hence y. B. Say has said that the disposable wealth of a people is like a 
pyramid, with the scale of prices of the various commodities inscribed on its 
iklde. The higher a commodity is in this scale of prices, the smaller is the 
corrcKjwnding section of the pyramid. Compare Sir W. TemfUy Essay on 
the Origin and Nature of Government, Works I, 23 ff. 

•This fact, in connection with the preceding, explains the well known puz- 
«le, why the remnant of a piece of goods is comparatively cheaper than the 
whole piece, while a small share in the public debt is dearer than a large one. 
(LamUrdaley ch. i.) 
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SECTION CV. 

SUPPLY. 

In the case of isolated chance exchanges, the seller, too, takes 
into consideration, first of all, value in use, and compares the 
satisfaction which the commodity to be parted with and that 
to be received are able to afford. It is true that in making 
this estimate, he is subject in the highest degree to error 
and deception.^ In the well ordered trade of a nation whose 
economy is highly developed, the seller, who had this very 
trade in view in his production, is wont to consider almost ex- 
clusively the value in exchange of his commodity. 

SECTION CVI. 

THE COST OF PRODUCTION. 

As no one is willing to lose anything, everj' seller will con- 
sider what his goods have cost him, and the cost of produc- 
ing or procuring them as the minimum price to be asked for 
them.^ At the same time, the idea covered by the expression 

> Rhode Island was, it is said, bought from the Indians in 1638 for a pair 
of spectacles. (B. Franklin^ Political . . . Pieces, 1707.) According to 
CkalmerSf it was bought for 50 threads of coral, 12 hatchets and 12 overcoats. 
(Political Annals of the U. States.) Compare Ebeling^ II, 108. Holland 
cloths and opium were exchanged for a long time at Sumatra for gold dust 
worth ten times their value. (Saalfeld^ Geschichte des holl. Kolonialwcscns, 
I, 260.) The Hudson Bay Company realized, it is said, at the beginning of 
this century, in trading with the Indians, a profit of 2000 per cent. (Amdcrsony 
Origin of Commerce, a. 1751.) When Altai was discovered, the natives g^ave 
as many sable-skins for a Russian kettle or boiler as could be crammed into 
it With 10 rubles in iron it was an easy easy matter to gain 500-660 rubles. 
Starchy Gemälde des russ., R., II, 16; K, Ritter ^ Erdkunde, II, 557. Similar 
cases among the Germans: Tacit^ Germ., 5. 

* A seller not actually engaged in the business of selling for a livelihood, 
and who has not purchased or produced with the intention of selling, is apt 
to consider instead of this the market price, towards the determination ot 
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nation, or all mankind into consideration, we must not lose 
sight of the fact that these three great sources of income, as 
well as taxation, are not, rightly speaking, sources from which 
income flows, but rather channels through which the aggre- 
gate income of the nation or the world is distributed among 
individuals.' Hence the wages of labor, for instance, which 
afford the means of living to the greater part of the popula- 
tion, cannot possibly be looked upon simply as a factor in eco- 
nomic production. The people considered in their entirety have 
the soil gratis. All saving made from rent, interest on capi- 
tal, or wages, is nothing but a change of the proportion in 
which the results of production were distributed hitherto 
among cooperators in production. Such a change may be 
either advantageous or the revese; but it is not a diminution of 
the amount of sacrifice which the people in general must make 
for purposes of production. Hence, in a politico-economical 
sense, to the cost of production, belongs only the capital 
necessarily expended in production, and which has disappeared 
as a part of the nation's resources, abstraction made of the 
personal sacrifices in behalf of production.* The value of the 
circulating capital which in the proces is entirely used up, must. 



B. Say calls even production an exchange in which the productive services 
of natural forces, of labor and of capital are parted with in order to obtain 
products. The estimate put upon the value of these services is the cost of 
production. For some interesting examples as to how the cost of production, 
in this sense, is calculated, see Hermann^ I ed., 136 ff. 

• yacob translated by Say, 1807, II, 45a Hmf eland, N. Grundelgung, I, 309. 

'Compare/.. Lauderdale, Inquiry, 124, against the Physiocrates. (Riedel^ 
Nat-Oekonomie, 1838, 1, 68.) A country which possesses advantages over 
other countries, in respect to the cost of production of a commodity, can offer 
it in the market cheapest Where, for instance, with the employment of the 
same amount of capital, a specially large quantity of wheat can be produced, 
whether it be because of the unusual fertility of the soil, or because of the 
exiensivepess of agriculture (farming over a large area), wheat will, the de- 
mand being the same, be specially cheap, whatever the proportion of the three 
branches of income may have been. If relatively a great number of work- 
men have been employed in its cultivation, each will receive smaller wages, 
and vice versa. 
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of course, be entirely restored in the price, that of the fixed 
capital used only to the extent that it has been used.^ 

The risk, which the producer runs until the commodity 
produced is actually consumed must also be borne in mind." 
There are things which are a real risk in small enterprises 
that by the intervention of an insurance company, or where 
the enterprises are large and insure themselves, become a 
more or less variable portion of the cost of production. The 
price of the product, in the latter instance, rises, by this means, 
very regularly- In the former case, the rise depends partly 
on the teeling of the people whether their pleasiire in gain is 
greater than their grief over a corresponding loss.* 

Those enterprises which necessarily produce different pro- 
ducts at the same time deserve special consideration.** Here 
we may speak of " untied costs of production," and all that is 
needed is that the aggregate of these costs should be covered 
by the aggregate price of both products. This complicates 
to a certain extent the calculations which the seller must make 
to determine his minimum demand for each product. To as- 
certain this, he must subtract from the imited costs of produc- 
tion the amount of value which he expects with certainty 
for the other product." 



' Copper and steel engraving affords an example of the different kinds of 
wear of fixed capital, and the influence it may have on prices. Camard^ Prin- 
cipes, ch. IV, considers that one of the most important elements in the cost 
of production is the length of time that capital must *♦ stagnate ** for the sake 
of production. 

• On this risk depends, for instance, the high price of vanilla ("/^ariüMtf/, N. 
Espagne, IV, lO,), sparkling wines and articles of fashion. 

^Mam^Mt, Lehre vom Unternehmergewinn, 1855, 81 ff. Compare r. 
TkUmem, Der isolirte Staat, II, i, 80 ff. 

»• Wiwl and mutton, brandy and fattened cattle, calves and milk, honey and 
wax, gas and coke, hens and eggs etc. 

»» Aiiam Smith himself remarked that all artificial lowering of the price of 
»kins or \v(x>l must necessarily raise the price of the meat, and vice versa. 
(Wealth of Nations, I, ch. 11, 3.) For a very elaborate theory on this sub- 
ject, wv ,7". vV. Mill, Principles, III, ch. 16, § i. Thus Australian wool did 
not ri^c as much in price as the production of gold there might have led us 
to •upi>ofC, for the reason that mutton rose to an exceedingly high price. 
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SECTION cvn. 

EQUILIBRIUM OF PRICES. 

Goods whose cost of reproduction,^ that is, the highest neces- 
sary cost of reproduction is the same, have uniformly the same 
value in exchange. Every deviation from this level immedi- 
ately sets forces in motion which endeavor to restore the level, 
just as the water of the sea seeks its level, notwithstanding 
the mountains and abysses which the winds bring forth from 
its bosom. ' ' 

> It is an important and correct remark of Carey's^ that the price of a com- 
modity depends much more on the cost of producing its like than on its own 
cost of production, which already belongs to the past 

* Compare y. S. Mill^ III, ch. 3, § i. A much too high price, caused by 
speculation, or a much too low one, by depreciation, is regularly followed by 
an ebb or flow just as much too great. (Tooke, History of Prices, III, 55.) 
And LaWy Trade and Money, 41, remarks that the price of a commodity 
always tends to coincide with the ** first cost" This fact Adam Smith ex- 
presses by saying that the cost of production is the center about which the 
market price always gravitates. (I, ch. 7.) But here there is still the error 
lurking, that the producer's profit is a part of the cost of production. Com- 
pare Afal/AuSj Definitions, ch. 6. 

• The English view, one very characteristic of the people, is that the equi- 
librium of prices depends on this, that all commodities should have a value 
equal to that of the labor they have cost (Compare Aristot,^ Eth. Nicom., 
V, 5.) The same doctrine is to be found in its germinal state in Ilobbes, 
Leviathan, 24, 165 1, and Bice Vaughan^ Discourse of Coin and Coinage, 
1675. More exhaustively in Petiy^ Treatise of Taxes and Contributions, 1679, 
24, 31,67. (Compare Locke^ Civil government, II, § 40 ff.; B, FrankUn^ 
Inquiry into the Nature and Necessity of a paper Currency, 1729; Works, 
ed. Sparks, vol. II.) Adam Smith admits this to be true only of the first 
beginnings of society, before the origin of property in land and in capital. 
(Wealth of Nations, I, ch. 5.) Most largely developed in Ricardo^ Principles, 
ch. I, 4, 30. Marxj Zur Kritik der polit CEkonomie, 1859, 6, endeavors to 
improve on this by calling all values in exchange ** a determinate quantity 
of thickly curdled working-time," meaning by work an averaged qualitätslose^ 
social work of production. Per contra^ compare Jlufcland^ N. Grundlegung, 
I, 134, 156 ff.; and Matthus^ Principles, ch. 2, sees. 2, 3» who claims very 
earnestly that price is not determined by the cost of production, but by the 
relation existing between demand and supply, the cost of production influ- 
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SECTION C\Tn. 

EFFECT OF A RISE OF PRICE MUCH ABOVE COST. 

If the market price rises high above the cost of produciioj 
producers make a profit greater than the average profit mai 
in the country-. This induces them, by the appropriation of 
new land and the employment of new labor and capital, to 
increase their business. Other parties also engage in 
profitable department of trade. This competition not i 
makes the means of production dearer, but must cventui 
by increasing the demand, reduce the price of the product ^ 
the ordinary level of profit, that is to an equilibrium with o 
commodities.' Hence, in the beginning, every dimiimtiun f 

encin^; il on\y to the cxlent that it influcnct^ this reialion. He calU altl 
lion to the poor-rnte« by which tlie cost of production of labor i« ntunl. 1 
il* wages decreased; also la the case of bank notes etc. ( Taoir, Hitlory d 
Price«, V. 49 If; y. S. MiU, Principle«. Ill, ch. 16, l.) For ■ very niorkcj 
ca*e of reuclion against Adam Smith and Ricardo, see Madeod, Elementi, 
ch. I, who, however, is much too one-bided in considering only the amotinl 
neceisorj' to the purchaser, and his means. Even Condillac had said; ■ 
etat» n'a fai unt valeur, farctqu'elle toiit, Pima file coSle (d» Irmtül om ^ 
VaTgeKt),farceqa'tllt a Hue T-aletir. (Commerce ct Gourcmemcnl, 16.) 
canio'% doctrine ii more tenuble than appears at tirtt blush. We r 
to interline his theory of rent, admit that capital is Bccumulateil labor, a 
tract Bll objects constituting a natural monopoly, and not forget that t 
intrinsic value of labor is one of the causes of the difference of price fl 
different sorts of labor, Rirarde does justice to value in use even * 
A strange effort by McCuUxk to moke labor the cause of the non-as« of 
capital. {Principles, III, ch.6, i-) McCmüoci has not unfrcquently eiagger- 
oted the half-trutlis of his doctrines to such an extent as to produce samt, 
lingly a rfdactio ad aisHrdum. According Id Torrent, before any MpBraUo« 
of capitnlivls fmin workmen, price depends entirely on the work done, tuA 
afterward« on the capita) eipended, inasmuch hs wages, rent etc. «re coy ei «! 
by the capital of (he purson who engages in the enterprise. (Piroductlon of 
Weilth, ch. 1.) 

' Ca gat V 0» affelle cllrret/, I'ttI P amigat rtmidf ä la tkerrH. (DmfculM 
Nemmirt.) Tenders of division in common, in England, increoM 
crcaie according to the higher or lower price of com during the p 
year. (Teeke, Thoughts and Details, HI, 105 ff.) The cotton Ian 
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the cost of production 'turns to the advantage of the producer; 
"but afterwards and permanently to that of the consumers: an 
economic law exceedingly beneficent in its operations, and not 
unlike the action of positive legislation in the matter of patents. 
There is no greater stimulus to the making of improvements 
than the certainty of reward to the person who first intro- 
duces one. The moment, however, that the improvement is 
imitated by all producers, the advantage gained by it becomes 
the common good of the whole nation.^ These are, as J. B. 
Say says, conquests made over the gratuitous productive force 
of nature. As a consequence, the value in use of a people's 
resources increases; generally, also, their value in exchange, in 
so far as the production of the now cheaper goods increases 
in a degree greater than their cost of production has dimin- 
ished.* 

As to the alternative so frequently discussed, whether it is 
preferable to make a large percentage of profit on the sale of 
a small quantity of goods, or a small percentage on a large 
quantity, we find that, in the lower stages of civilization, the 

1861 increased the price of flax-yarn in a short time fifty per cent., although 
the raw material of flax did not rise in price, but only because care was not 
taken to increase the number of flax-spinners. (Ausland^ I, 1865.) How- 
ever, there were in 1864, 490,000 flax-machine spindles in course of election. 
(Report of the Chemnitz Chamber of Commerce, 1864, 101.) 

' By the discovery, for instance, of new natural forces, the invention of 
machines, improved division of labor, improved roads etc. In France, in 
consequence of tech nie improvement, a quintal of saltpeter fell from 100 to 
9 francs. See a similar instance in Chaftal^ De V Industrie fran^aise, II, 6^, 

70,434- 
* Hermann^ Staatsw. Untersuchungen, 212. 

*The highest but unattainable ideal of such progress would consist in this, 
that all products should be obtained without cost. If this ideal were attain- 
able, every one would be infinitely rich and all wealth would be free, like the 
air and the sunshine. (Compare J. B. Say^ Traits, II, 2.) The complete 
victory of mankind over nature would consist in that all men should be free 
and all the forces of nature the slaves of man. (Smitthenncr.) Carey inti- 
mates something similar when he says that, with the advance of civilization 
the tendency is for men to become more and more valuable and commodi- 
ties to have less of ** value.*' 
Vol. I.— 21 
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former is preferred, and the latter in the higher.' And, indeed, 
the latter is not only more humane, but, in the long run, it is 
more profitable to the person who adopts it as his rule in busi- 
ness. In the case of commodities, he now runs but little risk 
from a change of fashion, because the fashions of the masses 
change much less rapidly than those of the upper circles of 
society. In the case of indispensable goods, on the other hand, 
he may now calculate with more certainty on the increase of 
population, and, therefore, on a future market for his wares. 
Competition, which in former times, devoted all its efforts to 
bringing about the exclusion, by law, of all rivals, is now en- 
gaged, principally, in devising means of surpassing them by 
superiority of workmanship, and in thus increasing the power 
of the real sources of a nation's wealth. 

* We might here speak of an aristocratic and democratic principle of the 
determination of prices. The greater utility of the latter is advocated in the 
Discourse of Trade, Coyn and Credit, London, 1697. Bacon has a good 
word to say for the maxim: "Light gains make heavy purses; for light 
gains come thick, whereas great come now and then." Similarly, Gurncei 
in Cliquot de Blervache^ Considerations sur le Commerce etc., 175S, 48, 54. 
As to how Morrison, the celebrated merchant, became rich by adhering to 
the principles : " to sell cheap as well as to buy cheap," and " always tell the 
truth," see Chadimck^ in the Statistical Journal, 1862, 503. Compare the 
related opinion of Adam SmitlCs continuator in an ethical direction, Garvt^ 
zu Cicero's Pflichten, III, 100. The contrary principle, the cunning of the 
Judxans, according to Strabo^ XVII, 800, was followed by the Dutch East 
India Company, when it, in 1652, caused the greater number of the vegeta- 
ble roots on the Moluccas to be destroyed. Saalfeld, Geschichte des hol- 
landischen Kolonialwesens, I, 272. Also, when great quantities of roots were 
destroyed by burning in the East Indies. (Huysers Beschryving der Oost- 
indischen Etablissmenten, 1789, 22.) For a clever argument against such 
practice, see de la Court, Anwysing der heilsame Gronden, 1663. The prin- 
ciple similar to that of the patent, mentioned in the text, works at the same 
time democratically and aristocratically, both words understood in their best 
sense. 
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SECTION CIX. 

EFFECT OF A DECLINE OF PRICE BELOW COST. 

If the market price sinks below the cost of production, the 
producer naturally suffers a loss, and diminishes his stock as 
soon as possible. That whole establishments engaged in in- 
dustry should forsake a branch of it which is suflering from 
depression and enter a flourishing one, must ever remain a 
rare exception.^ But the discouraged manufacturer may de- 
lay renewing his stock on hand,* replacing his machinery by 
new machinery; he may dismiss some of his workmen and 
diminish the number of days during which the others shall 
work. Moreover, most industries are operated by means of 
borrowed capital, capital which must therefore, be returned to 
the lender. Under certain circumstances, however, the indus- 
try may be continued for some time, even at a real loss,' so 
long as the loss of interest etc., which would follow the entire 
suspension of the work, exceeds the loss produced by the low- 

*This is true, firstof all, in those industries which are intimately connected 
with one another, or of those which are carried on with scarcely any fixed 
capital ; also in lower stages of civilization, where the lights and shades caused 
by a highly developed division of labor are not very intense. On the numer- 
ous difficulties overlooked by Ricardo in every other case, sec Sismondt\ N. 
P., II, ch. 2. The workman thereby loses his former skill, that is his prin- 
cipal capital, and can certainly not wait until he has acquired other and dif- 
ferent skill. 

• When a lowering of prices is expected, demand is less than consumption : 
"postponed demand;" whereas, an expectation that the price will rise, pro- 
duces "anticipated demand." Taoke^ History of Prices, II, 155. 

' Thus, for instance, if the workmen were exposed to starvation, or were 
likely to take their departure ; if great stores of raw material were in danger 
of spoiling; if fixed capital of great value were engaged in one industry and 
could not be easily transferred to another. The first and third causes are fre- 
quently met with in mining, and give rise to the mode of carrying on the 
operation known as Zubusgruben^ that is, a species of working mines upon 
shares. In England, af^er the spring of 1862, cotton yam was not so much 
dearer than raw cotton, that the loss caused by the decline could be made up. 
(Anslaftd, 24 Sept, 1862.) 
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ering of price, but hardly any longer. If the supply of the 
commodity the price of which has fallen has been diminished, 
the subsequent result depends on the causes which, in the first 
place, brought about the fall in price. If the diminution in 
price was caused solely by a too great supply, when this super- 
abundant supply is gotten rid of, the price will rise again.* If 
it were produced by a decrease in the value in use of the com- 
modity, the diminution of the supply can restore the former 
state of things only in so far as at least a part of the purchas- 
ers ascribe to the commodity the same value in use as before.' 
Lastly, if the lowering of the price came from a decrease in the 
number of buyers, or from a decrease in their ability to pur- 
chase, the former price will be restored when production has 
been adapted to a correspondingly smaller circle of consum- 
ers.' This last is true especially when the price, without hav- 
ing suffered any absolute change, has become relatively too 
low, on account of an increase in the cost of production." 

* Besides, in the time immediately following, the price lowered by too great 
a supply, may produce a species of desperation among producers, wliich 
would lead them, in the hope of covering their losses, to increase the suppiv 
Ktill more, until many of them were ruined. Generally, when a time of high 
prices is followed by a time of low prices, we find an interval during which 
Kellers endeavor to defend themselves against the decline, and during which, 
as a consequence, scarcely any business is transacted, while high prices are 
nominally continued. And so xnce versa. Tookt^ History of Prices, II, 6j. 

• Thus, for instance, when the change of fashion brought about the disu<c 
of long periwigs in every-day life, their price did not cease to fall until they 
hud entirely disappeared. But, if a person wishes to have one made to-dav 
for a masquerade, for the stage, etc., he would pay as much for it as its former 
price. On the other hand, the price of whalebone has never been again as 
high as it was in the time when hooped petticoats were worn. 

•The great plague in the time of Edward III. caused during the first vear, 
on account of the decreased consumption, an extraordinary cheapness of 
provihi(ms. In the following year, however, they became alarminglvdear, 
biM'uuse there were few producers, especially among the humble classes. A 
quarter of wheat cost in 1348, 4s. 2d.; in 1349, 5s. 5d.; in 1350, Ss. 3d.; in 
13^1, i(>K. jd, ; while in i346and 1347, its average price was 6s. Sj^d. J?o(^t^<, 
lÜMtory of Agriculture and Prices, I, 232. 

' At» fy^nstance when new taxes or excises are imposed. General! v when 
the cost w i)roduction has largely increased, purchasers do not wait until a 
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SECTION ex. 

DIFFERENT COST OF PRODUCTION OF THE SAME GOODS. 

Most goods are produced at the same time, but under dif- 
ferent circumstances, at a very different cost. In order to 
estimate the influence of this fact upon price, we must distin- 
guish between those commodities the cheapest manner of the 
production of which may be extended at pleasure, and those in 
the production of which it is necessary, in order to satisfy the 
aggregate want of them, to call in the dearest mode of pro- 
duction to aid the cheapest. 

In the former instance, the price of commodities is naturally 
regulated by the least cost of production. The person who is 
unable to sustain this competition permanently, would do a 
great deal better to abandon the industry altogether; for it is 
not in his power to raise the price by diminishing the supply; 
more powerful rivals would then only need to correspondingly 
increase theirs.^ 

If the same law were applicable, in the latter case, producers 

decrease of competition among sellers compels them to exact higher prices, 
but meet them half way, especially when many greatly desire the commodity, 
and the increase of the cost is only small. (RaUy Handbuch, I, § 163.) 

* Under this rule fall, according to § 33, most products of industry prop- 
erly so called. " If we lose a market for a year, we generally lose it far all 
time," said an experienced manufacturer before the parliamentary hand-loom 
weavers' committee, 1840-42. Of course the cost of transportation as far as 
the market must be estimated as part of the cost of production. In conse- 
quence of this, as well as of the difference of taxation duties etc., the superi- 
ority of one producer to another may be more than overcome. In the case 
of colonial commodities, which go into the interior of a country from differ- 
ent sea-ports, the territory supplied from each port is determined for the 
most part by these data. Thus, in Switzerland, for instance, we find the dis- 
tricts supplied by Havre, Genoa and Rotterdam ; in Austria, the districts 
supplied by Hamburg and Triest contiguous, but the boundary line subject 
to many changes. (Rau^ Lehrbuch, I, § 164.) It must be understood that 
we do not here speak of abnormal expenses made by producers individually, 
whether in consequence of want of skill or because of accident 
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placed in a less favorable situation would be compelled to im- 
mediately abandon the market. The market, in consequence, 
would no longer be able to provide for the aggregate need; 
and the price of the commodity would continue to rise imtil 
the producers who had been driven from the market returned 
to it again. Hence, here, price in the long run is determined 
by the cost of the production of the commodity, produced 
under the least advantageous conditions, while such produc- 
tion is necessary in order to satisfy the aggregate need. The 
person engaged in production under more advantageous con- 
ditions receives in the same price of the goods, which are 
cheaper to him, an excess of profit; one which is greater in 
proportion as his situation, vis-a-vis of production, is superior 
to that of his less favored competitors. ' * 

' This is true especially of agricultural production, in which, as a rule, be- 
side the most fertile and most advantageously situated land, the worse must 
be used. What Whatcly calls " surplus-profit " appears here in the form of 
rent, whereas, in other cases, it takes the shape of unusually high wages, or 
profit on capital. This is very beautifully and systematically developed by 
Schaffte^ N. CEk., II; Aufl., 192 ff. According to Senior^ OuUines, 15, the 
price-relation of two commodities to each other depends not on the quanti- 
ties of them which come to market, but on the relative |x>wer of the diffi- 
culties which stand in the way of an increase in these quantities. If the 
same producers can pursue the cheaper mode of production which, does not 
suffice to supply the market, as well as the dearer, we have, generally, a price 
which is the mean between the two costs of production. The same is true 
in thcurase of *' smuggled " goods which ought to have paid duty. (Her- 
fnanrty loc. cit, 83, seq.) 

• To this section belong the secrets of production which may be taken ad- 
vantage of either ad libitum or within certain limits. In agriculture, advan- 
tages of production can seldom remain secret Compare, however, the ca^o 
mentioned in Gamier* s translation of Adam Smithy V, 119, and that of the 
orchards which yielded £1,000 yearly for every 32 acres, and which were a 
result of the recent introduction of the culture of the cherry in Kent, in the 
reign of Henry VIII. (Anderson^ Origin of Commerce, a, 154a) There is 
therefore, a certain odium attached by agricultural producers to keeping se- 
cret a means of agricultural improvement. 
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SECTION CXL 

DIFFERENT COST OF PRODUCTION OF THE SAME GOODS. 

(OONTIirUKD.) 

Hence the price of a commodity and the ratio between its 
supply and demand mutually condition each other. On the 
height of the price depends, in great part, how many pur- 
chasers shall resolve to make an effectual demand; but, at the 
same time, to what amount of cost of production, sellers shall 
extend their supply.^ We can speak of an equilibrium between 
supply and demand only when the former corresponds with 
the wish of those who are ready to make good the full cost 
of production. (Malthus.) It has been asked, indeed, whether 
it were more natural and better that demand should precede 
supply or supply demand.^ But the inquiry is an illogical one, 
when expressed in so general a manner, since supply and 

* Compare Boisguillebert^ Traitö des Grains, II, ch. 3. John Stuart Mill 
speaks of an equation : the price of a commodity in a given maket is always 
high enough to produce a demand corresponding to the present supply, or 
to an expected supply. The price of such commodities only which may 
not be increased to any desirable extent depends on supply and demand. In 
the case of all others, on the other hand, demand and supply depend on the 
price, and this on the cost of production. Supply and demand always tend 
to an equilibrium which is never really attained where the price is high 
enough to cover the cost of production (?). (Principles, III, ch. 2, § 4; ch. 
3, § 2.) Schäffle^s theory of prices is topped by the proposition that all com- 
peting sellers and all competing buyers, after an economic fashion, do not 
wish to sell below individual cost-value, nor to rise above individual value in 
use, in purchasing. Hence, in a throng of competition of supply the cost- 
liest productions step out of the field of competition in a descending cost- 
value series ; and in a throng of competition of demand, the most wearied 
cravings in an ascending value-in-use series; until the quantities offered in 
supply and asked for cover each other without loss, and have placed each 
other in quantitative equilibrium. (N. CEk. Aufl., I, 188 ff.; compare 173, 
185.) It is, however, to say the least, an instance of baseless solicitude, when 
Wade^ History of the middle and working Classes, 314, says that one un- 
employed workman might depress the aggregate wages of labor, almost 
ad infinitum. 

^Hufdand^ N. Grundlegung, I, 78; Ricardo^ Principles, ch. 31. 
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demand are only two sides of the same transaction. But, we 
may say that in the case of indispensable goods, the want of 
them (demand) is always felt sooner than the excess of them 
(supply), and that in the case of goods which may be dis- 
pensed with, including, originally, money, the reverse is true. 
Besides, a person engaging in the production of any kind of 
goods, can, as a rule, only seldom directly investigate the re- 
lation between supply and demand. Generally, he can do no 
more than compare the market price of the commodity with 
the cost at which he can produce it. Many mistakes are in- 
evitable here; but the making of them is the necessary sacri- 
fice which must be endured to purchase the more than coun- 
terbalancing advantages of free competition.* 

SECTION CXII. 

EXCEPTIONS. 

The rule that goods which have the same cost of produc- 
tion have also equal value in exchange, is applicable only to 
the extent that it is possible to transfer the factors of produc- 
tion at will from one branch of production to another. Where 
this really free competition does not exist, the price depends 
entirely on the quantity of the supply, compared with the 
solvability or capacity to pay of the purchaser; and hence, it 
may sometimes rise far above the cost of production (monop- 
oly-price), and sometimes sink far below it (forced price, or 
under-price).^ Such hindrances to competition depend, in part, 

^Dunoyer, Liberty du Travail, VIII, ch. 4; Rau, Lehrbuch, I, g 15S. 

* For a good classification of monopolies, see Senior^ Outlines, 103 ff. 
Mcngcr^ Grundsätze, I, 195, shows that no monopolist can arbitrarily deter- 
mine the extent of the market for his monopoly-product when the price 
is fixed, nor Mhen the extent of the market is known, the height of 
the price. Moreover, the price may remain longer above than under the cost 
of production, for the reason that it is easier to abandon a business than to 
begin one, and that the fear of loss is more frequently an incentive to action 
than the hope of gain. Hence the price of corn, when everything else is 
stxy dear, is more apt to var)' from the average price, than in times when 
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upon natural causes. Thus, in the case of the works of art 
of a deceased artist, which cannot be increased in number;* 
or in that of living celebrities who cannot extend their mental 
activity in the same degree that their reputation has grown. 
So, also, in the case of precious stones, which are sometimes 
found free, and therefore cost nothing, but which, at the 
same time, have a high price.* Many valuable agricultural 
products are, together with their production, limited to a 
definite and sometimes very small district.* It is to be re- 
garded as a modification of such natural monopolies when sub- 
stitutes for a kind of goods which diminish, at least in part, 
the demand for them, are found, at a cheaper price; for in- 
stance, ordinary table-wines in the stead of fine wines. The 
rule applies much more strictly to those goods which, on 
account of their greater quantity, can replace inferior ones,* 
than it does to those where this is not possible. 

everything is very cheap. For instance, the Munich prices from 1750 to 1800 
show that its highest price was 147 per cent, above, and its lowest 47 per cent 
below the average of twenty years. (Rau, Lehrbuch, § 162, 182.) 

* Chancy plays a great part here. Thus, Murillo's Conception which Mar- 
shal Soult had ofTered several times for 150,000 francs, but in vain, was sold 
in May, 1852, for 586,000 francs. Paul Potter's young bull at the Hague, 
which cost 625 florins in 1748, was valued before the middle of the nineteenth 
century at 200,000 florins. (Dcthmar.) 

'The purchaser resolves to do so because it would, in all probability, cost 
him more to go to India or Brazil in search of precious stones. Besides after 
the working of the Brazilian mines in 1728, and again after the French Revo- 
lution, the price of diamonds fell greatly; in the one case, from an in- 
crease of the supply, in the other from a decrease of the demand. (Ritter^ 

VI, 355, 365) 

* Thus, the Champagne and Johannisberg grapes, when transplanted to the 
Crimea, lost most of their native taste. On China's practical monopoly of 
lea culture, and Ceylon's, especially in its southwestern part, of cinnamon, 
.It least so far as the peculiar aroma is concerned, compare Ritter^ Erdkunde, 
VI, 123 flf. The small deer of Angora no sooner leave the little district of 
Asia Minor to which they belong, than they are in danger of degenerating. 
(Revue des deux Mondes, May 15, 1S50.) Indian birds- nests cost no more 
than 1 1 per cent to gather, dry etc., of the market price. (Cra-wfurd^ East 
India Archipelago, III, 432 flf.; Ilogcndorp, Sur I'llc de Java, 201.) 

* Poor material for fuel, poor day -laborer work — dwellings, medical attend- 
ance. (Menger^ Grundsätze, I, 116.) 
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äe, be entirely restored in the price, that of the fi: 
capital used only to the extent that it lias been used. 

The risk, which the producer runs until the commodity 
produced is actually consumed must also be borne in mind.* 
There are things which are a real risk in small enterprises 
that by the intervention of an insurance company, or where 
the enterprises are large and insure themselves, become « 
more or less variable portion of the cost of production. The 
price of the product, in the latter instance, rises, by this meaoa» 
verj- regularly. In the former case, the rise depends parth^ 
on the feeling of the people whether their pleasure in gain is 
greater than their grief over a corresponding loss,* 

Those enterprises which necessarily produce different pro- 
ducts at the same time deserve special consideration.'" Here 
we may speak of " united costs of production," and all that 
needed is that the aggregate of these costs should be covei 
by the aggregate price of both products. This complical 
to a certain extent the calcuJations which the seller must mj 
to determine his minimum demand for each product. To 
certain this, he must subtract from the united costs of pnxli 
tion the amount of value which he expects with oertain^ 
for the other product." 

' Copper and steel engraving afibrds an example of the different kind* of 
wear of fixed capital, and Ihe influence il may have on pricea. CaMorJ, Prill- 
cipCB. L'h. IV, consider« that one of the most itnporlant elements in the rott 
of production is the length of time that cnjMtal must " stagnate" fa«- the sake 
of prodoction. 

■On this riit depends, for instance, the high price of vanilIa('//iMnMtf/, N. 
Espogne, IV, lo,), sparkling wines and articles of fashion. 

'Mangold/, Lehre vol» Unternehtn ergewinn, 1855, St ff. Compare ft 
Tiäatu, Der isolirte Staat, II. i, So IT. 

"Wool and mutton, brandy and (attenedcNtlle.CRlvet and milk, hooer and 
wax. gaa and coke, hens and eggs cle. 

" Adiim Smili himself remarked that all artißcial lowering of thepric«flj 
skins or wool must necestarilv raise (he price of the meat, and vt 
(Wealth of Nations, I, ch. 1 1, 3.) For a »erj- elaboraK theory on 1 
jeet, see y. S. Mill. Principles, III, ch. 16. g t. Thus Australian « 
not rise as much in price as the production of gold Uiere might hare led m 
to suppose, for the reason that mutton rose to an exceedingly high prices 
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SECTION cvn. 

EQUILIBRIUM OF PRICES. 

Goods whose cost of reproduction,* that is, the highest neces- 
sarj'cost of reproduction is the same, have uniformly the same 
value in exchange. Every deviation from this level immedi- 
ately sets forces in motion which endeavor to restore the level, 
just as the water of the sea seeks its level, notwithstanding 
the mountains and abysses which the winds bring forth from 
its bosom. ' ' 

I It is an important and correct remark of Carey* s^ that the price of a com- 
modity depends much more on the cost of producing its like than on its own 
cost of production, which already belongs to the past 

* Compare y. S, Mill^ III, ch. 3, § i. A much too high price, caused by 
speculation, or a much too low one, by depreciation, is regularly followed by 
an ebb or flow just as much too great (Tooke, History of Prices, III, 55.) 
And Law^ Trade and Money, 41, remarks that the price of a commodity 
always tends to coincide with the " first cost" This fact Adam Smith ex- 
presses by saying that the cost of production is the center about which the 
market price always gravitates. ^I, ch. 7.) But here there is still the error 
lurking, that the producer's profit is a part of the cost of production. Com- 
pare MalthuSy Definitions, ch. 6. 

• The English view, one very characteristic of the people, is that the equi- 
librium of prices depends on this, that all commodities should have a value 
equal to that of the labor they have cost (Compare Aristot.y Eth. Nicom., 
V, 5.) The same doctrine is to be found in its germinal state in Hobbes^ 
Leviathan, 24, 165 1, and Rice Vaughan^ Discourse of Coin and Coinage, 
1675. More exhaustively in Petty^ Treatise of Taxes and Contributions, 1679, 
24, 31,67. (Compare Locke^ Civil government, II, g 40 ff.; B. FrankHn^ 
Inquiry into the Nature and Necessity of a paper Currency, 1729; Works, 
ed. Sparks, vol. II.) Adam Smith admits this to be true only of the first 
beginnings of society, betöre the origin of property in land and in capital. 
(Wealth of Nations, I, ch. 5.) Most largely developed in Ricardo^ Principles, 
ch. I, 4, 30. Marxy Zur Kritik der pol it. CEkonomie, 1859, 6, endeavors to 
improve on this by calling all values in exchange " a determinate quantity 
of thickly curdled working-time," meaning by work an averaged qualitätslose^ 
social work of production. Per contra^ compare Ilufclandy N. Grundlegung, 
I, 134, 156 if.; and Malthus^ Principles, ch. 2, sees. 2, 3, who claims very 
earnestly that price is not determined by the cost of production, but by the 
relation existing between demand and supply, the cost of production influ- 
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tween consumer and producer.* Customs peculiar to whole 
classes may exert the same influence, and such customs are 
especially powerful in the lower stages of business and in- 
dustrial development. They, even at the present time, take 
the place, frequendy, of freedom of competition in retail busi- 
ness, in the book business, and in the determination of lawyers* 
and doctors' fees, as well as in the distribution of a nation's 
income among the three great branches of its general econ- 
omy,^ deciding, instead of competition, how much shall go to 
each. Wherever there are guilds, communities, castes etc. 
with legal privileges ; wherever there are difficulties placed in 
the way of exportation and importation; wherever preemption 
rights or monopolies,* in the strict sense of the word, exist, the 
leveling ebb and flow of the elements of production may be 
still more seriously interfered with. Legislation* of this sort 
injures the non-privileged portion of the population more than 
it helps the privileged portion. (See § 97.)* 

The word usury ^ so arbitrarily used in every-day language, 
should be admitted in science only to designate a famine-price, 
fraudulently and intentionally caused or intensified. 

* Hucksters, butchers, dealers in corn, inn-keepers etc. A remarkable case 
where Parisian dealers in hare-skins attempted to ruin the new fashion in 
silk hats by distributing a great number of them among the rabble, at mock- 
prices. (Hermann^ ist ed., 91.) The author witnessed a similar but unsuc- 
cessful attempt in Berlin in 1S3S-39, by the tailors against the so-called Mac- 
intosh coat On the conspiracy of the English dealers in second-hand goods 
against auctions, see Athwncum, Dec. 5, 1863. It is one of McCuliocA''s 
characteristic exaggerations, that he says that conspiracies to raise the price 
of a commodity by artificial means, are broken just as soon as tliey begin to 
obtain their object by the interest of tlie individual members to profit by the 
advanced prices. (Edition of Adam Smithy Edinb., 1S63, p. 59.) 

» y. S. Mill, Principles, II, ch. 4. 

< Monopolies universally prohibited: L. un. C. De Monopol. (IV, 59.) Po- 
lice-order of the Empire, 154S, tit 18. 

* Privileges which the purchaser voluntarily accords to the seller are wont 
to be useful to both parties. (Hermann, loc. cit 155, 15S.) 

* Besides, guilds, castes, corporations etc. may, when tlie vent diminishes 
produce undcr-prices as readily as they may monopoly -prices when the vent 
it very good. (See Adfun Smithy Wealth of Nations, I, ch. 7. 
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SECTION CXIV. 

PRICES FIXED BY GOVERNMENT. 

No power can, of course, fix the price of a commodity in 
the long run, which cannot at the same time fix the relation 
of supply and demand. Hence, set prices fixed by govern- 
mental authority can be made to play a part in practice only 
in so far as they do not establish a price in opposition to the 
real state of things, only to the extent that they give un- 
doubted expression to it in a manner in harmotiy with natural 
conditions. With this restriction, set or fixed prices may, in 
the absence of real competition, which can always best deter- 
mine prices, be useful to both parties; otherwise one party 
would at one time, and the other at another, profit by an un- 
just advantage; but it would not be long before both would 
suffer from the perturbation caused thereby in all commercial 
transactions. How pleasant it is for a traveler in Switzer- 
land, or even in Italy, to find set prices established there.^ 
Especially where competition is prevented by state privileges, 
the establishment of set prices by the state for the protection 
of the public may be necessary.^ It is more difficult to fix a 

* Thus, for instance, the traveler who wanted to cross a stream, would find 
himself delivered over to the tender mercies of the ferry-man, without pro- 
tection of any kind against his demands. But repeated impositions in the 
matter of prices would have for effect to bring a point into disrepute as a 
place of crossing, and would induce the public to seek another. Similarly 
in the case of hackney -coachmen and carriers in large cities, and in that of 
innkeepers, at hotels and postal termini etc. 

• Fixed prices by governmental authority were soonest attempted after bad 
harvests, but, indeed, with a strange ignorance of the natural grounds of tlie 
increase in price of bread-stuffs. Thus in the time of Charlemagne. (Cap« 
ihil. a, 805 ; Baluz^ I, 423.) Similarly in the case of other articles of uni- 
versal necessity, when oppressively but necessarily dear. (See § 175.) 
During the last centuries of the middle ages, with their multitude of actual 
monopolies, and at the beginning of the modem era, fixed prices became 
more and more general. The earliest instance in the history of England of 
a fixed price for bread was in 1202 (v, Rautner^ Hohenstaufen, V, 372), and 
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set price for a commodity in proportion to its complexity" and 
to its variableness in quality; and where there are different 
grades of quality of the same commodity, and the transition 
from one grade to another is almost imperceptible, such price 
is easily evaded.^ In the case of every enterprise carried on 

in 1266, 51 Henry HI. The earliest in Prussia was in 1393. (Voigi^ 
Geschichte von Preussen, II, 659.) Many instances of fixed prices in ihe 
Rhine provinces of Austria in 1530. In Mylius^ Corp. Const March, V, 2, 
587 fT, we find an ordinance of 1^53 fixing prices in Berlin, and including 72 
industries. There is a very complicated system of fixed prices in the police 
ordinance of the electorate of Saxony of 161 2, and in the decree concerning 
the coin of 1822. As to how, in Saxony in 1578, an attempt was made to 
ascertain the cost of the production of shoes by shoemakers, see Jok, FtiUet^ 
Gesch. des Kurf. August in volkswirthschaft Beziehung, 1S68, 252. There 
was an enormous extension of governmental fixing of prices under Philip 
II.; one of the principal causes why Castile was so far behind Aragon eco- 
nomically. (Tou'ttscndj Journey through Spain, II, 221.) Sometimes thei>o 
measures were adopted to prevent distress-prices; as in Hochheim, in favor 
of the vintners. (Becker^ Polit Discurs, II, 1652.) Tlic predilection especi- 
ally of German authorities for the fixing of prices by governmental power, 
in the sixteenth and seventeenth centuries is very remarkable. Thus Luther^ 
vom Kaufhandel und Wucher, 1524; Calvin^ Leben Calvins, by Htnry^ II, 
Beilage, 3, 23; Bornitz^ De Rerum SufBcientia, 1625, 246; Scckend&rff^ Teut- 
scher FUrstenstaat, 5th ed., 1776, 210; Becker^ II, 1823 ff.; Homeck^ Oester- 
rich Über Alles, wenn es will, 16S4, 123; Ldbnii ed. Dutens^ VI, I, 250; 
Thotnasius^ Göttl. Rechtsgelahrtheit, 1709, 209; even Frederick the Great, 
Mylius^ N. Corp. Const. March, I, 190. Similarly, Mariana^ De Rege et 
Regis Institutione, III, c. 9. Compare, however, III, c. 8, and Bacon^ Serm., 
15; Historia Henrici, 1037, 1040. On the other hand, Ckild^ 1690, and Xortk^ 
1691, reprove all such measures. Roschcr^ Zur Geschichte der englischen 
Volkswirthschaftslchre, 65, 90 f. Earlier yet, SalmasiuSy who would allow 
the free /on ratio to govern. (De Usuris, 163S, 5S3.) For a very rigorous 
price-tarrifT in the old Indian laws, by which, inter aiia^ the price of provis- 
ions was to be fixed anew every fourteen days, see Meitu^ Laws, VIII, ch. 

401 fir. 

• Where trade is free, the filet de boeu/ for instance, is worth four times as 
much as the flesh of the ox's neck or throat; but prices fixed by a govern- 
ment can scarcely take cognizance of the difference. How easily might not 
a fixed price for beer, for instance, be evaded by diluting that beverage witli 
wttttT, or fixed prices for inn-keepers by dealing out portions smaller in 
quantity or of an inferior quality. Moreover, as early a writer as De la 
Courts Polit. Discoursen, 1662, c. 4, remarks that the establishment of fixed 
|>ricc» by governmental authority raises the average price of all commoditiei 
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by many in common, where no competition is possible, it is 
necessary to supply the defect by means similar to the estab- 
lishment of fixed prices; as in the case of government, by 
fees for governmental services, and the cooperation of a cham- 
ber of deputies in the imposition of taxes and the determina- 
tion of official salaries etc.* 

SECTION CXV. 

INFLUENCE OF GROWING CIVILIZATION ON PRICES. 

On the .whole, prices become more and more regular as 
national-economic civilization advances. Progress in civiliza- 
tion tends to bring the parties engaged in the struggle for prices 
that is buyers and sellers, nearer to one another, in so far as it 
uniformly decreases the cost of production, and increases the 
piu-chaser's ability to pay .^ (See § loi .) The more universal di- 
vision of labor makes commercial intercourse more necessary 
to every one, at the same time that it makes it more of a hab- 
it to him; and hence exchange ceases more and more to be a 
matter of caprice or chance. The better means of transpor- 
tation and communication render it easier, in every way, for 
supply and demand to meet. With the advance of general en- 
lightenment and education, an acquaintance with commodities 
also becomes more general, and every purchaser is on a bet- 
ter way to be able to estimate the cost of production which the 
seller has to bear. Hence, fraudulent prices and prices founded 

rather than lowers it, for the reason that the few who are sellers by trade 
can do more to influence the authorities than the many buyers, whose inter- 
ests are divided among numberless different commodities. 

* Schäße, Nat-CEkonomie, II, 384 f. 

^ Banfiddj Organization of Industry, 120. " Where the economic life of a 
people is still undeveloped, and the production of one enterprise is not from 
the first based on the estimated consumption of another, the circulation of 
goods brings with it great profits and great losses ; whereas, profits and losses 
grow smaller, but at the same time more uniform and regular, in proportion 
as the circulation of goods increases in rapidity and regularity. (Stein^ Lehr- 
buch, 312.) 
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in error become less frequent; and all this is helped forward 
by the greater accuracy of weights and measures. The in- 
crease of popiilation makes competition more active in all 
branches of trade, while at the same time, with the greater 
freedom of circulation, a number of causes which previously 
operated to produce very high prices in one place and very low 
ones in another are removed.* But especially, the growth of a 
distinct class of merchants leads to a uniformity in price. This 
class are incited by their own interest to purchase at low prices 
and sell at high prices. Thus, their competition in the former 
case raises prices, and lowers them in the latter.' In all low- 
er stages of civilization, the custom of making offers and beat- 
ing down in price plays a great part, while where culture is 
higher, the system of fixed prices (but not by government) 
gains ground continually. Here Turgot's principle is appli- 
cable, viz.: that the current price of an article is tacitly under- 
stood when one asks a merchant the price of his wares.* 

' In Belgiunif during the last forty years, the price of wheat has become 
more constant every year, while the price of rye has become nKMre variable; 
for the reason that rye has gradually ceased to be an article of popular con- 
sumption, and therefore to be an important article in trade, and is consumed 
almost entirely and directly by its producers. (Horu^ Statist Gemälde von 
B-» 1S53, 185.) Rodbertus rightly conjectures that the price of wheat was 
much more variable in ancient times than it is with us. ( Hildebramd' s 
Jahrb., 1870, I, 36.) That it was so may be inferred from the surprisingly 
large family supplies which were laid in, as appears from Digest, XXXIII, 
De Penu legato. 

• In Würtemberg even ofHcials etc. buy their own u-ine almost always direct- 
ly from the vintner. This causes prices there to be exceedingly variable, fre- 
quently from hour to hour. (v. Rcdcn^ Statist. Zeitschrift, Nov. 1847, lOoS.) 
How greatly the mere presence of a regular market has contributed to make 
prices more constant, may be seen in the suburbs of Hamburg, where fish 
offered for sale on the street are sold in the evening for one-third of the price 
asked for them in the morning. Besides, purchases made with a view to spec- 
ulation may increase the variations of price, if the speculation is unskillfuUy 
conducted, especially when a low rate of interest, and of the profit of the 
person engaged in it, has produced a blind race among the speculators. 
Here the price of a commodity rises, not from any natural cause, but because 
it once rose before, and vice versa, (Senior^ Outlines, 17 ff; Hermann^ 90 ff.) 

^ That fixed prices suppose that men are engaged in the production of the 
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This proposition is true in the case of individuals, as well as of 
classes and of whole nations.' It is plain, that under a system 
of fixed prices we can more certainly discover what the equit- 
able price is, than in the heat of higgling which besides con- 
sumes a great deal of precious time. Lastly, one of the princi- 
pal requisites of a well developed scale of prices is national hon- 
or, and this, doubtless, increases in the higher stages of civiliza- 
tion, not only because of the greater moral culture which 

commodity in question, as their calling in life, see Garve, Zu Cicero^s Pflich- 
ten, III, 64 fl*. Chess-like commerce of colporteurs, and in caravans etc. 
Concerning the dreadful higgling of the Bedouins, see Wellsted^ Reise in 
Arabien, Rbdiger's translation, I, 147; and the still worse bantering in Cash- 
mere, where the merchant, in the first place, always denies that he possesses 
the desired commodity, then begins to search for it, in order to discover what 
value the purchaser puts upon it etc. (K. Ritter^ Erdkunde, iii, 475.) On 
the practices in Indian fairs, see Tk. Skinner y Excursion in India, 1833, I,ch. 
6; ofi the bazaars in Asia, Andree, Globus XII, 7, 211. Herber stein says of 
the Russians in the sixteenth century : fnercantur fallacissime ei dolosissime 
ncc paucis verbis . . . mercatores nonnunquam non uno ta$itum aut altera 
mvnse suspenses detinenty verum ad extremam desperationem ferducere solent. 
Hence the great variations in prices and commodities. (Rerum Moscov. 
Commcntt, e<l. Starczewski, 39 f.) Similarly also, in 1674, according to KU- 
burger: Büsching^s Magazin, III, 249. But, on the contrary, it is said of 
the Plescovers, educated by intercourse with the Hanse; tanta integritas 
. , . in contractibuSy ut uno tantum verba res i^sas indicarent omni z^erbasi- 
tatc in fraudem emptoris amissa. ( Herberstein ^ 52.) In the England of the 
present day, the custom of marking each piece of goods with its price is very 
general. Concerning the rapidity and the paucity of words with which 
prices are settled in that country, where business men do not even salute their 
customers, nor customers the business man, see C. G. Simon^ Observations 
recueillies en Angleterre, 1835, I, 129 f. The Athenian laws (?),that fixed 
prices should be asked, and that sellers should not sit down that that they 
might sell more rapidly, points to something similar. (Atken.y VI, 226 f. 
PlatOy De Legg., XI, 916 f.) Athenian law prohibiting mendacity in the 
markets. (See Demosth.^ Lept, 459.) 

* Thus the German book-trade has fixed prices. Many merchants never 
make an offer to their educated customers who are wont to do so with peas- 
ants etc. ; because they are aware that the latter purchase only after they 
have compelled the seller to come down greatly from his first proposed price. 
Among the Quakers it has been a rule from the beginning, never to ask more 
for their w^es than they were detcnnined to accept (Hume^ History of 
England, ch. 62.) 
Vol. 1. — 23 
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then prevails, but also and especially because that which con- 
stitutes a people's real and best interests is better understood.* 
Among declining nations, many of these developments take a 
retrogressive road. The very great distinction between rich 
and poor, between educated and uneducated, again produces 
great fluctuations in price. A proletarian people who have 
sunk so low as to live on potatoes will suffer much more from 
variations in price and of the means of subsistance than a 
people who live on wheat; for the reason that it is so difficult 
to export or to preserve ' potatoes. Nor can it be doubted, that 
the greatest possible constancy of prices is the most beneficial 
condition that the general economy of a people can be in. 
Where prices change while the cost of production remains the 

• Sir William Temple^ Observations upon the Netherlands, Works I, 134, 
compares honor in trade to diseipline in an army. Similarly, Latv^ Trade 
and Money, 209 f. Ferguson^ History of Civil Society, III, 4. Where the 
seller is not obliged to make known the existence of certain defects in his 
wares to the purchaser before sale, there is always scope for fraud. Com- 
pare Digest De Edict, aedilit, XXI, I. On the meaning of the German 
legal maxims: Hand muss Hand wahren^ and Ein Wort^ ein Jlfann, see 
Eisenhart, Deutsches Recht in Sprüchwörtern, 311 f., 319 f It is a principle 
in matters of business, that the person who through malice or carelessness 
recommends a man of whose probity there is already some doubt, should 
bear the damage caused by his recommendation. (Martens^ Grundriss, des 
Handelsrechtes, 24 ff.) Many attempts at dishonesty are prevented by laws 
which in important contracts, especially in sales of land etc., require the 
presence of witnesses, and this particularly in the lower stages of civiliza- 
tion. {Meier and Schümann^ KitHcher Process, 522; Roman, Emancipatio; 
Grimm^ Deutsche Rechtsalterthiimer, 608 f.), or even a public proclamation 
before the assembled community, at least written documents invested \nth 
all legal formalities as practiced among civilized peoples. On Greek laws of 
tliis nature, see especially, T/icophrasi., in Stobaeus^ Sermon., XLIV, 22. Very 
remarkable in Sparta. Schol. Aristopltan.^ Aves, 12S4. 

' Compare Lotz^ Revision, I, 255 ff. In England the price of wheat scarce- 
Iv ever varied more than from i to 2. In Ireland the price of potatoes var- 
ied from I to 6. (McCuUoch^ Comm. Diet., v. Potatoes.) Compare Engel^ 
Jahrbuch fUr Sachsen, I, 491 ff. The custom of asking enormous prices 
with the expectation of being beaten down, is usual in Italy and carried to a 
frightful extent, and related to the bad custom prevalent there of begging a 
little after-payment to every little gratuity or drink-money which has been 
received. 
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same, one person can only gain what the other has lost. But 
such unmerited gains and imdeserved losses have an invari- 
able tendency to destroy the deepest roots of a people's eco- 
nomic activity; and intentional speculation based upon such 
change usually assumes an immoral character, (Stock-job- 
bing.)^ Even if Macleod be right, that an increase or decrease 
in prices is to be regarded as a warning of excess, the former 
of excess of consumption, the latter of production, no one will 
doubt that it is the interest of every organism to confine pain 
within the smallest possible limits, even if its consequences 
are so beneficial to the preservation of the whole body. 

^Starchy Handbuch, I, 311. y- B. Say^Tt^Xtii I, ch. 16. As to how com- 
merce, when fully developed, is- wont to be more moral than when onljr 
half developed, see Garve^ loc. cit., and Versuche IV, 149 ff. How fortunate 
for the public economy of nations that the prices of corn especially have 
been growing more steady all the time since the middle ages. See Roscitr^ 
UeberKomhandel, 56, 61. 
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CHAPTER III. 



MONEY IN GENERAL. 



SECTION CXVI. 



INSTRUMENT OF EXCHANGE. MEASURE OF VALUE. 

BARTEft. 

WTierever the di\*ision of labor is very highly developed, 
the continuance of barter, or the direct exchange of one ob- 
ject of consumption for another, presents difHculties well nigh 
insurmountable. How difficult it would be always to find the 
person who could supply us with precisely what we wanted, 
and at the same time have need of what we had a surplus 
of.* But how much less frequently would it happen that one's 

* Trade bv harter was very general in several states of the American Union 
about the close of the eighteenth century. In Vermont, for instance, it \*as 
usual for a «i^vtor to exchange his medicines against a hor^, and for the 
jMTinter to buy corn, butter etc. with a newspaper. (Ebding^ Geschichte und 
Erdbcschrvibung, II, 537.) In Maryland, the Assembly fixed by law the rel- 
Äti\e prop*.^rtions at which tobacco, pork, com and wheat should be ex- 
changed the one aj:ainst the other. (EbeUng^ V, 435 ff. Douglas^ .Summary 
01 the Rri:i>h Settlements in N. America, 1670, V, 2, 359.) Even as late as 
iSin. children N\ere wont to run the streets of Corrientes, crying: •• Salt for 
cav.dles* tobacco \ox bread etc.** It was commerce with England that fir^t 
IvNi to trade by money in the United States. (Robertson^ Letters on Soutii 
America, 1^43. I, 52) Similarly in Rhokand until the end of the eighteenth 
centurv. ^here the cities, as a consequence, presented the appearance of a 
fair the whole year round. In the beginning of this century, the khan in- 
trvvUu'XNl the use of cv^ppcr money made from Persian cannons; and much 
later \e:. there were scarcely a million rubles in money to a million men. 
( AV.'<^. Erdkunde. VII, 753) Basil Hall found the uncivilized inhabitants 
ot' the Loo-Choo Islands ignorant of the use of money. (Voyage of Dis- 
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want and another's surplus would correspond exactly the one 
to the other in quantity; that, for instance, the manufacturer 
of nails, desirous of exchanging his nails for a cow, should 
meet a cattle-dealer who should want exactly as many nails 
as a cow is worth! Here there is one chief difficulty in the 
way, viz.: that there are so many commodities which cannot 
be divided without causing a dimunition or even a destruction 
of their value ; and ^hat others cannot be stored away in any 
quantity without becoming a very heavy burthen to their 
owner. How useful it would therefore be, if there was one 
commodity which should be acceptable to every person, at all 
tinxis, especially if in addition to this, it possessed the qualities 
of durability, capacity for transportation and for being stored 
up and preserved. Any person who possessed a proper supply 
of this one commodity would then be certain of being able to 
obtain all other exchangeable commodities through its instru- 
mentality; and every seller would be satisfied to exchange 
what he had to dispose of against this " universal commodity." 
If two values are equal to a third, they are equal to each 
other. It is, therefore, a simple matter to use this most cur- 
rent of all commodities, with which all others are most fre- 
quently compared, as a measure of the relative values of all 
other exchangeable commodities. There is need of such a 
measure, and it is analogous to the want experienced by the 
mathematician who has a column of fractions to sum up, and 
who does it by first reducing them all to a common denomi- 
nator. (Storch.)'^ A person entrusted with the duty of as- 

covcry, 1818.) Concerning trade by barter in the Homeric age, see the Iliad, 
VII, 472 if. A supposed law of Luycurgus prohibited the use of money in 
purchases, and allowed barter only. (Justin., Ill, 2.) According to Pau* 
san^ III, 12, only barter existed in India (?) in his time. 

*The person who has been used to paying for four pounds of meat with 
twenty pounds of bread, and is asked to give twenty pounds of bread in ex- 
change for some other article, must of course have some unit of measure in 
his mind to serve as a means of comparison between the value of that article 
and that of four pounds of meat. In Denmark, during the rule of the aris- 
tocracy, there were fixed prices sanctioned by the tradition of long usage, in 



342 CIRCULATION OF GOODS. [B. II, Ch. III. 

sessing the values of two hundred different articles would be 
obliged, if he had no such measure to use, to burthen his 
memory with at least 19,900* different ratios. With it, he 
need carry only 199 in his head. 

Such a commodity, universally in favor, and which, on that 
account, is employed as an intermediarj»^ in the effecting of 
exchanges of the most varied nature, in the measuring of all 
exchange-values and as a value-carrier (Werikiräger) in 
time* and space, we call money. (Merce universale: Berri; 
froduit -pre/ere : Ganilh; marchatidise intermediäre: Bastiat.)^ 

accordance with which the prices of all commodities were estimated in rela- 
tion to a ton of barley or rye — a natural consequence, apparently, of the 
want of a common measure to govern in the greater number of transactions. 
Bergsoe^ Archiv der Polit CEk., IV, 314; Graugam's Icelandic Code contains 
a remarkable fixed price of this nature in the supplement to the Kamfa-Balkr 
or Commercial Code, I, p. 500. Similarly among the ancient Persians. 
Reynier^ Economic publique des Perses, 308. 

200 X (200—1) 

• That is, Compare Rau in Starck^ Handbuch, III, 253. The 

** at least *' has reference to the fact, that in barter, the many different kinds 
of most commodities has to be borne in mind. (Knies^ Geld und Credit, 
I, 218.) 

^ This transportation of values supposes an equality of values of the money 
in two places, while the transportation of goods supposes different values of 
the same kind of goods in both places. (Knies^ Geld und Credit, I, 21S.) 

* While the words pecunia^ danaro^ dincro^ and argent^ are all derived from 
unessential qualities, the German word for money, Gcld^ corresponds with 
the essential quality of money, since it denotes that which is of value evcry- 
wherc (gilt). On the other hand, nummus and i^OfJUtTfia from kJ^o^, 
(Bceckh. Metrolog. Unters., 310.), moneta (the English, money), are from 
the temple of Juno Moneta, in which the Roman coins were for a long time 
stamped. In old German, the word for money, Gcld^ means everything that 
is paid by any one. (Grimm^ D. Rechtsalterth., 382.) The present meaning 
of the word is to be met with in a very old document of X327. (Arnold^ z. 
Geschichte des Eigenthums in den deutschen Städten, 89.) 

*Thc wrong definitions of money may be divided into two classes: those 
which convev the idea that it is more than a commoditv, and those which 
imply that it is less. 

This was a point which was contested even among the Greeks. There 
were many who claimed that wealth consisted exclusively in the possession 
of much money ; as we find, for instance, in the pseudo- Platonic dialogue 
Eryxias; while others insisted that money was something purely imaginary 
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The more enlightened portions of every business com- 
munity gradually come to require payment in the commodity 

(^3J00^), and the creation, exclusively, of human laws. (Aristot.^ Polit., I, 
3, 16, Sehn.) Nofjuafxa ffu/ißoXou Tr^^ dJ^ayr^^ iusxa. (Plato, De Rep., 
II, 371.) Anackarsis compares money to counters. (Plutarch^ De Profectt. 
in Virtute.) Aristotle^ himself, subscribed to the second opinion, although he 
saw clearly, that only useful and current things (yotiuv VJUtzayzioiffTOl/ 
ZOO^ TO ^3J^v) could be used as money. (Polit, 1,' 3, 14 fF. Eth. Nicom., 
V, 5, 6, Rhet, II, 16.) Xenofhon ascribed properties to money which no 
other commodity possessed; especially when he said that it could never be 
too plentiful, and ihat its price could never fall. (De Vectt. Ath., 4.) The 
finest ancient explanation of the nature df money is that of the juri^onsult 
PauUus^ L. I; Digest, XVIII, \ ; and it well deserves the long commentary 
devoted to it by P, Neri^ Osservazioni etc., in Custodia P. A., VI, 324, if. 

Among the modems, Melanctkon., Corp. Ref., XVI, 498, and Seb. Franks 
Chronik^ 760, consider money as a mere symbol. On the other hand, the 
over-estimation in which the precious metals were held by the adherents of 
the Mercantile System was owing, without doubt, to their very superior util- 
ity as money ; for we very frequently find that the adherents of that school 
insist that the precious metals must circulate. (See § 9 and g 210.) v, 
Schröder y Fürstl. Schatz- und Rentkammer, iii f., considers new copper 
coins as an increase of the national wealth, but not other copper which is 
merely a commercial commodity. He frequently calls money, the pendulum 
Gommerciiy and expresses ideas concerning it as enthusiastic as they are ob- 
scure (p. 86.) Hornecky in his Oesterreich über Alles wenn es will, 1S64, 
calls gold and silver " our best blood, the very marrow of our strength," and 
" the two most indispensable universal instruments of human activity and 
existence." (p. 1S8.) Tk. Mun^ England's Treasure by forraign Trade, 1664, 
(ch. 2) considers cash-money and resources as synonymous in every way. 
Only, he says (ch. 4) that it is sometimes advisable to allow one's money to 
remain in foreign countries, and to use bills of exchange, banks etc., at home, 
as a substitute, y. Gee, Trade and Commerce of Gr. Britain, edition of 1738, 
laments the " stiff-necked folly of those who think money a commodity like 
any other." It is one of the most common demands of the adherents of the 
Mercantile System that the home mines of gold and silver should be v/orked 
at no matter what sacrifice, since the money employed in working them con- 
tinues to remain in the country and the newly coined precious metal is clear 
gain. Compare Sckröder^ loc. cit. 109 ff., 181. Horneck, loc. cit. 173. Brotr. 
gia, Delia Monete, 1743, cap. 33; v. yuslt\ Staaatswirthschaft, I755, I, 246: 
Forbonnms, Finances de France, 1758, I, 148. Ulloa, Noticias Americanas, 
1772, ch. 12. We seldom meet with the correct view on this subject in the 
seventeenth century. Sully, of whom Henry IV. said that he never found 
anything to be possessed of beauty which cost double its real value, had it ai 
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which has for the time being the greatest circulating capacity. 
If to this be added the sanction of the government, and if the 

times. (Economies rojales, LXXIII.) So had v. Seckendorf, Teutscher 
Fürstenstaat, 1655, 5th edition. 

It is in accordance with the usual course of human development that the 
exaggerations of the Mercantile System led to a reaction characterized hy an 
exaggeration in the opposite direction. Even Davanxatt^ Sulle Monete, 15S8, 
traces the value of money back to human convention and refuses to find it 
in nature. A natiu-al calf, he thinks, is /iä nobile than a golden one; al- 
though he elsewhere expresses his admiration of the precious metals, calls 
them cagioni seconde della vita beata^ and lauds them because they procure 
us tutVessi bcni (20, 21, Cust.) Montanari (ob., 1687) demonstrates from the 
use of leather money etc., that the authority of the state is the only power 
which gives money its character as money. (Delia Moneta, 35.) Davenant 
(ob., 1714) carries his inclination to call money "the servant of trade, meas- 
ure of trade," so far as to compare it to a ticket or counter. (Works, I, 355, 
444.) Strongly as Law^ himself, opposes the convention theory (Trade 
and Money, ch. i; Sur 1* XJsage des Monnaies, 1720, p. i.), his disciple 
Dutot^ in his Reflexions polit sur le Commerce et les Finances, 173S, 905, 
dd. Daire, contrasts not only paper money but also gold and silver as repre- 
sentative wealth, with real wealth. Berkeley^ Querist, 1735, teaches that the 
real notion of money is not that of a "commodity, standard, measure, 
pledge, but [No. 23] ticket or counter, entitling to power and fitted to record 
and transfer such power." (441,475.) Even if the names, /iwv, shilling etCT 
remain, and the metal is dropped, every article may still as well as before be 
counted and sold, industry promoted and the course of commerce preserved, 
(p. 440.) According to Montesquieu^ Esprit des Lois, XXI, 22, gold and sil- 
ver are a richcssc de fiction on de signc. Compare Lettres pcrsanes, II, iS. 
Benjamin Franklin also maintains that the value of gold, for instance, is 
principally a credit-value. Remarks relative to the American Paper-Money, 
1765, Works, II, Sparks* edition. ForbonnaiSy Finances de France, I, S6 U 
calls money, simply a means to put commodities, which alone have value 
origmally, in circulation. Hence it is, in itself, a matter of indifference 
whether, for a given quantity of coin, a person gives one thaler, or ten. In 
the Elements de Commerce, I, 11, II, 67 ff., he draws a distinction between 
rickesscs naturelles (raw material), artificiellcs (manufactured products), and 
richesses de convention (money.) von SchWzcTy Anfangsgründe, iSo>, 100, 
13S, calls money somethmg imagined; and Th. Smithy Essay on the Theory 
of Money and Exchange, 1807, asserts, that true money is only an ideal 
measure of value, of which coins in turn are only the representatives. 
Compare, however, Edinb. Review, Oct., 1808. Oppenheim^ Die Natur des 
Geldes, 1855, grants that in the beginnings of trade, money possessed the 
character of a commodity ; but says that as soon as the services of circula 
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government itself recognizes this same "universal commodity" 
as the means of payment of all debts, or as "legal tender" 

tion of the money -commodity prevailed over its services in consumption, it 
lost all its importance for the latter purpose, and that all relations dependent 
thereon ceased. At present, he claims money is only the representative of 
commodities, but no commodity itself. Sec, on the otlier hand, Jioscher's 
critical analysis in tlie Literarisches Ccntralblatt, 1855, December. 

The true doctrine -was advocated in a classic form by Nicolaus Oresmius 
(ob. 1382). See his Tractatus de Origine et Jure nee non ct Mutationibus 
Monetarum, newly edited by Wolowski: Paris, 1864. See Roscher*s essay in 
the Comptes rendus of the Acad«5mie des Sciences morales et politiques, vol. 
62, 435 flf. Based on the latter we have Gaby. Bid (ob. 1495)) De Monetarum 
Potestate siraul et Utilitate, 1542, and G. Agricola^ De Re metallica, 1556, 1, 
4 if. This true doctrine was acclimated earliest in England and Holland, and 
before the mercantile system invaded them. Compare Ilobbes^ Leviathan, 
24, in which the concoctio bonorum is described by means of money, and the 
full and clear chapter 12 of SalmasiuSy De Usuris (163S), who, among other 
things, shows how Midas, who turned everything into bread, died of thirst. 
Petty shows very clearly that national wealth does not consist exclusively 
nor mainly in money. Every country, he says, needs a certain quantity of 
money to carry on trade. It would be a waste to increase the former, the 
latter remaining the same. But the precious metals, by reason of their dura- 
bility and universally recognized value, possess the character of wealth in 
a higher degree than other commodities. 

On the whole, the use of money in a nation is like the use of fat in the 
individual. (Quantulumcunque concerning Money, 1682.} Compare Roscher^ 
z. Geschichte der eng. Volkswirthschaftslehre, 80 f. Davanzati and Hobbcs 
had compared it to the blood, as has recently Schmitthenncry Staatswissen- 
schaften, 1839, I, 459. North calls money a commodity of which there may 
be an excess as well as a want. (Discourse on Trade, preface and postscript.) 
Compare Loche^ Considerations on tlie Lowering of Interest, 1691, Works 
II, 13 ff., 19. Galiani^ 1750, Delia Moncta, IV, holds a very happy middle 
place between the alchymists and the philosophic contemners of gold. Sec, 
further, J^««»a>', id. Daire^ 64, 75 ff. Turgot, Sur la Formation des Richesses, 
g 30 ff., had many clear views on this subject. Verriß Medilazioni, 1771, II, 
I, calls money the universally current commodity. The expressions, meas- 
ure of value, pledge, representative of all commodities might be true also 
of all other wares. It cannot, however, be denied that most modern political 
economists have not borne sufficiently in mind the peculiarities which dis- 
tinguish money from all other commodities, as is apparent from the doctrine 
of the balance of trade prevalent in Hume's and Adam Smith's time. To 
this extent, therefore, the semi-mercantilistic reaction instituted by Ganilk^ 
Thdorie de TEconomie politique, 2822, II, 380 ff., 426; St. Ckamans^ N. Essoi 
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(puissance liberatoire)^ where no other is expressly agreed 
upon, the " universal commodity" in question then becomes 
money in the fullest sense of the idea conveyed by the word.* 

sur la Richesse des Nations, 1824, ch. 3; and Cotton^ Public Economy for 
the United States, 1849, 203 fi*., who bring into relief the difl'erence between 
" money as the subject " and " money as the instrument of trade," was not 
wholly unfounded. Ad. Müller exaggerates a correct thought, and causes 
it to degenerate into a species of mystic pleasantry, when he calls ever)' in- 
dividual in the state and every commodity that possesses value, in exchange 
or a social character, money. 

The highest object of the state is to develop this money-character more 
and more. (Elemente der Staatskunst, II, 194, 199.) The statesman, he 
says, should be money. (Ill, 206.) A very valuable monograph on this 
subject is M. Cftcvalier*s De la Monnaie, 1850, constituting the third volume 
of his Cours d* Economie polititique. Knies., Geld und Credit, 1, 1873, is here 
most thorough and acute, especially in keeping separate, by well defined lines 
of demarcation, the five different functions of money : measure of value (by 
proper division into parts : price- measure), instrument of exchange, means of 
transportation of values, and means of storing up and preserving values. 

' Knies shows how the making of money legal tender by the state, al- 
though of only secondary importance, is by no means an irrelevant matter, 
since persons must then have it, even if they do not want it for purposes of 
use or exchange, to discharge their liabilities thereby etc., etc. (Tübinger, 
Zetschrift, 1858, 272.) 

In all these cases, barter-economy (Naturalwirthschaft) niseis with greater- 
and greater difficulties as civilization advances. How, for instance, could 50- 
days annually of socage-service or labor be redeemed by the achievement at 
one time of 1,000 days of socage-service or labor .^ The rich man requires 
money principally as a means of payment, the poor man as a medium of ex — - 
change. The requirement or need of a people of media of payment is much J 
more susceptible of extension or contraction, than that of media of exchange -=f^ 
made especially so by the intervention of claim-rights instead of mone>^ -^ 
(Knies., loc. cit., 200 ff.) Ravit., Beitr. z. Lehre, vom Gelde, emphasizes thi ^ 
feature of money altogether too much after the manner of a jurist But h* ^ät 
is entirely right in adopting the exclusion of the ret inndicaiio against tli -^c~ 
honest possessor as necessary to the completion of the idea of money. 
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SECTION CXVII. 

EFFECT OF THE INTRODUCTION OF MONEY. 

By the introduction of money, most exchanges are divided 
into two halves: purchase and sale.^ We may also say with 
Schlözer, that by its means, exchange, for the first time, be- 
comes a sale, and obscure value in exchange, clear and defi- 
nite price. (Perniatio vicina cmtioni). Were there no money, 
the party to an exchange, occupying the most advantageous 
economic position, would possess a much greater superiority 
over the other than he does now. Many a bread-buyer, espe- 
cially, would be half starved before he could agree with the 
seller on the quantity of bread to be received in exchange for 
the commodity he had to dispose of. The producer of the 
means of subsistence would here possess an extreme advant- 
age, since the urgent necessity of the exchange for the one 
party, and the power of the other to postpone it, would make 
the determination of the price an entirely arbitrary matter.' 
Hence, the development of money as the instrument of trade, 
keeps pace with the development of individual liberty. Pay- 
ment of wages in money makes the workman more responsible 
for his husbandry etc., but at the same time, freer, than payment 
in produce. Now, also, a higher division of labor becomes pos- 
sible; for the easier it is to obtain everything else for money, 
the easier it is for each person to devote himself exclusively to 
one branch of business.' Without money, too, only ready 

^ Sismondi^ N. P., I, X31» very rightly remarks that this has made practice 
as much easier as it has theory more difficult. 

* Law^ Trade and Money, 19. Hence, before the invention of money, 
scarcely anything but the things most indispensable to existence were pro- 
duced. Were there no money, there would be very few scholars, artists etc. ; 
for the classes who produce most of the things indispensable to existence 
make but few demands for them. BUsch^ Geldumlauf, I, 11 if., 36, II, 54. 

* Turgot, Formation et Distribution, § 48 ff. Commodities which perish 
rapidly could be produced by persons devoting themselves to their production 
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commodities could be exchanged one against another. Only 
when money has become the instrument of trade, is it possible 
to separate the net from the gross returns, and, therefore, to 
manage income properly. (Schäfflc). Now, also, it becomes 
for the first time really remunerative to produce more than 
one needs for his own use, and to save. Without money, the 
owner of any one kind of capital, who could not employ it 
himself, would be obliged, if he desired to loan it, to find not 
only a person who was in need of capital, but one who needed 
the very kind of capital he had. For instance, the person who 
had one horse too many, would be obliged to look for another 
who was in need of one etc. And how difficult a task it would be 
to determine the amount of interest, if it had to be paid in pro- 
duce or kind, and even to make a return in produce or kind of 
capital which had been presumably used. (Storch), Moveable 
property or resources can attain importance only after the in- 
troduction of good money, since, previous to such introduction, 
it was by reason of its great variety,* and of its perishable na- 
ture, immensely inferior to landed property. Hence it is, that 
money, in a nation's economy, is what the blood is in the life 
of the animal. It is, so to speak, the common reservoir in 
which all food is first dissolved, and by which, at a later stage, 
the elements of nutrition and preservation are distributed to 
the several organs.' There is, indeed, no machine which has 

as a business only after the invention of small coin. (Lmeder, N. CEk., 
1S20, 283.) 

* Compare JCm'cSy Geld und Credit, I, 219. 

'Compare Schmitt henner^ loc. cit., I, 457. One of the principal advantages 
of money consists in this, that every producer can discover what there is an 
over-supply or under-supply of in the nation, by means of the relation ot 
the price in money of his products to the cost of producing them, estimatevi 
in money, (v. TAäncn, Isolirte Staat., II, 2, 235.) 

• Hence it is that so many socialists attack money Tk. More assures u*- 
that with the simple abolition of money, v!ce and misery would, for the mosC 
part, disappear of themselves. Hence in his Utopia, criminals are bound ira. 
golden chains and the chambcr-jwts are made of gold and silver in order tcj^ 
make these metals contemptible. (Ed. 1 555, ff., 197 ff.) Siiniiar views amon^ 
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id as much labor as money. (Lauderdale). It is true that 
shadows which wealth is wont to cast, extravagance, av- 
e and inequality of every kind, may readily grow longer 
darker in consequence of the introduction of money.* But 
' not the knife which, in the hands of the surgeon, does so 
Ji fw life, become an instrument of danger in the hands of 
lild? The invention of money has been rightly compared 
le invention of writing with letters.' We may, however, 
the introduction of money as the universal medium of ex- 
tige (money-economy), ^in which goods intended for use are 
langed against money • — instead of barter (barter econ* 
r\ which is a system of public economy (Sckäfle)^ in an, 
et, very little developed form, man being there less socia- 



»ver-cultured Romans. (Compare § § 79, 204.) Auri sacra fames. Vir- 
£neid, III, 56. Pliny ^ too, would recall the days of trade by barter. (H. 
CXXIII, 3.) Even in Boisguilleberty Factum de la France, ch. 4, we find, 
iher with many correct views on the nature of money, passionate decla- 
on against it because of its darker side. Argent crimineL (Detail de la 
ce, 7. Dissertation sur la Nature des Richesses etc.) More recently thi« 
er side has been dwelt upon by F. Moser ^ Patriot Phant., I, 28; Ortcs^ 
lomia nazionale, II, 17, and the would-be restorer of the middle ages, 
Müller. While the latter writer lauds the feudal system as a " sublime 
n of person and thing" (Elemente I, 221), the present system of wages, 
use it is a system of compensation, he blames, and prefers the feudal for 
»pposite reason (?). "The only merit which the state recognizes in our 
!s one of serviec^'* (III, 259.) Kosegarten^ Geschichtliche systematische, 
ersieht der N. Oek., 1856, 146 fT, is no friend to the economic system to 
h money gives a distinctive character. Per contra^ compare Bastiai^ 
dit Argent, 1849. 

firabeau^ Philosophie rurale, 1763, ch. 2, adds as the third great inven- 
the tableau iconomique of the Physiocrates. For a comparison of 
2y and language, see Hamann^ Werke, II, 135 ff-, 509. Hehn^ Kulturpflan- 
md Hausthiere, finds it characteristic of the race, that wine, writing with 
•s, and money, all owe their origin to the monotheistic stem of the Sem- 
«ople. 

V'^here every man becomes a merchant, and the society itself a commer- 
ocicty. Ad. Smithy Wealth of Nations, I, ch. 4. 

ist as descriptive is the German word billig (equitoNe) for cheap. Her« 
plain that language takes sides 'wnth the possessor of money I 
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ble mth his fellow men — one of the greatest and most be- 
neficent advances ever made by the race.'* 

'"The contrast bei ween barlOT-economj' and money-economy is of great «nd 
fundamenlal importance. It re]>riits ilsell* with so much regularity in Ihe M»- 
tcny of every highly developed nation, that political economi&tt gilled »itli 
perception for Utc historical, could not possibly overlook it. Thus. AriiitdU, 
tor instance, eatablishcä with the utmost care and accuracy the dtflermc« 
between oixoUUfiaij and •fifljuaTUTTlxij, that is, between natural e^nmw a« J 
nrliticial economy, corretponding to the dUTerence between value in ucc and 
laluc in exchange. (PoliL, I, 3, Sehn.) Similarly Z>. Hume, who «lion a 
period of luxury, culture, induitry, of trade and monufacturea, of &eedaia 
and circulBlion of money, to be preceded by one in which the feeling of wanl» 
it not awakened, in which coartcness and idleness prevail, oi>e in wliick 
agriculture is alone pursued, Bnd monetary economy and freedom dedlnev 
and trade by Iwu-ler obtains. (Di^cour&et, painm, especially On Inlrmt 
and on Money.) A flmilnr contrast we find frequently, and w one of bn 
fundamental thoughts, in y. Sttuar/. 

As to how the transition from barter- economy to monetary.econimiy it 
generally effccled, see y. G. ftafmann, Lehre vom Gclde, 183S, 176 HI ' In 
the Tyrol, as late n* iSjo, the greater portion of purely mechanical work, 
such as that of the emith, the carpenter, and the washerwoman, were purely 
feudal duties. On the other hand, payment in money was the rule. In th* 
beginning of the fourteenth century, (y. Bmdmmann. Technische Bildung 
in Oesterreleh, 3.) Yet. lor a long lime after, the functions of a meuure of 
value were performed by pieces of land, and those of an instrument of 
chonge by cattle and natural products. {Arnold. Grtek. da Eigittk^ Joy.) 
In France, money-economy, i. c., trade by money, had groi 
earlier. ('.Vi/Ki., MinisterialiUt und BUrgerthum, im 11. und 1j.jal1r.14].) 
Even in the time of Mary Stuart, the Scotch estimated the 
"cauidroni of victuals." (Morytem, Itinerary, 1617. Ill, isj.) In ancient 
Italy, during the ürst tliree centuries of Rome, there wus, with the 
of the Greek colonies, only trade by barter. MommtcH, KOmiichc Getch-, I, 
393, shows that the oldest oses were not money in the higher isenac of the 
word, but belonged rather to the stage of barter-economy. On the other 
hand, we find in the time of the classic jurists, much as slavery had limitail 
the sphere of action of money, the principle : ftcmniit nomimt isms 
meraia /ecim'a, sed amnti res, tarn sali quam mMItt, tt Imm torftfa 1 
amlitmäur. {L. 311, Digest L. \b; compare 4,5, 178.) Similarly 
Top, 6. Dc Invent, II, 11. De Legg, II, ift alini, 3. Compar« A«>v« 
«W, N. R. IV, IS- 
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SECTION cxvm. 

THE DIFFERENT KINDS OF MONEY. 

Very diflerent kinds of commodities have, according to cir- 
cumstances, been used as money; but uniformly only such as 
possess a universally recognized economic value.* On the 
whole, people in a low stage of civilization are wont to employ, 
mainly, only ordinary commodities, such as arc calculated to 
satisfy a vulgar and urgent want, as an instrument of ex- 
change. As they advance in civilization, they, at each step, 
choose a more and more costly object, for this purpose,^ and 
one which ministers to the more elevated wants. 

* Were money nothing but a measure of values in exchange, it should 
on that account, if on no other, liave value in exchange itself, as a measure 
of length must necessarily have length itself. (We measure time on a 
clock by means of the revolution of the hands on the dial.) Again, value 
in exchange supposes value in use. The so-called "money of account,*' 
such as the East Indian lac de roupies, the Portuguese reis, and the earlier 
English found sterling are no imaginary magnitudes, which would disappear 
with the figures of our system of counting (sec Huf dandy N. Grundlegung, 
II» 33» Jn reply to Struenser^ Abh., Ill, 501); but real coin-values which 
can not he represented by only single pieces of coin, units of value for the 
most part no longer recognized by the state, but which the people still retain. 
See M. Park's (Travels, 27) refutation of the fable circulated by Montesquieu^ 
Esprit des Lois, XXII, 8, that the regular standard money of the Mandingo 
negroes was a mere imaginary standard. HobbeSy Leviathan, 34, exhibits a 
very good knowledge of this subject 

•Compare P, Neriy Osservazioni, 1751, VI, 1. Lord Liverfooly Treatise 
on the Coins of the Realm, 1805. The person who takes money as such 
must always harbor the hope of being able to dispose of it again as money. 
Hence, such an acceptance always supposes the existence of a certain amount 
of commercial confidence. The savage Goahiros, between Rio de la Hacha 
and Maracaibo, are too " distrustful " to take anything in trade but commod- 
ities fit for the most immediate use. (DefonSy Voyage dans la Terrefirme, 
I, 314.) Similarly in the twelfth century, the heathen Laplanders. ( Arndt y 
Liefl. Chronik, II, 3.) Commodities which barbarians can consume imme- 
diately are objects of the first necessity, whereas more civilized people, who 
are in a condition to undergo greater expense, look more to the technic quali- 
itics of money, such as divisibility, capacity for transportation and durabil 
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A. Races of hunters, at least in non-tropical countries, 
usually use skins as money; that is the almost exclusive pro- 
duct of their labor, one which can be preserved for a long 
period of time, which constitutes their principal article of 
clothing and their principal export in the more highly devel- 
oped regions.* 

B. Nomadic races and the lower agricultural races,* pass, 
by a natural gradation, to the use of cattle as money; which 
supposes rich pasturages at the disposal of all. If it were 
otherwise, there would be a great many to whom payments 

ity. V. Scked shows in a very happy manner how, as commerce increase«, 
money comes to be, as it were, subjected to a process resembling that of dis- 
tillation : first mere increase of stores for use, next preponderating values in . 
exchange, lastl}' mere orders for the same possessing no independent %'alue. 
(Hildcbrand'sJühThh., 1866, 1, 16. 

* The last circumstance continues to be one of great importance for a long 
period of time in the frigid zones. Thus, the beaver-skin continues still to 
be the unit of measure of trade in much of the territory of the Hudson Bay 
Company. Three martens are estimated to be equal in value to one beaver, 
one white fox to two beavers, one black fox or a bear to four beavers, a rifle 
to fifteen beavers. (Ausland, 1S46, No. 21.) The Esthonian word, raJki^ 
money, means in the related language of the Laplanders, fur. (Krmgy Zur 
Münzkunde Russlands, 1805.) Concerning skin-money in the middle age of 
Russia, sec Nestor^ Schlözcrs translation, III, 90. The old word kung^ 
money, means marten. By degrees it came to pass that instead of whole 
skins, only two " snouts " were given or other pieces of leather about a square 
inch in size, which were probably stamped by the government and redeemed 
in whole skins at the government magazines. Hence, there is here supposed 
a species of assignats, and of disturbances of credit The Mongolian con- 
querors would not recognize them, and they therefore became suddenly val- 
ueless. In Novgorod and Pskow, the system continued some time longer, 
for the reason that these places had little trade with the Mongols. In the 
rest of the kingdom it now became necessary to introduce silver money, and 
in the north to return to real squirrel and beaver skins. Kcurasnsin^ Rus*. 
Gesch., I, 203, 385; I, 96, 191 f. Voyage dc Rubruquis, in Bergeron^ Voy. 
ages I, 91. Ilcrbcrstcin^ Rer. moscov. Commentt., 58 ff. Even in 1610, a 
Russian military chest was captured by the enemy, and in it were found 5450 
silver rubles, and 7000 fur rubles. (Karamsin^ XI, 183.) 

* When the Danes progressed so far as to practice agriculture, they used 
grain instead of cattle, in quantities corresponding to the value of one cow or 
one sheep, for money, to the end that their idea of a unit of measure might 
not become obscured. (Ravit^ Beiträge, 3.) 
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of this kind had been made, who would not know what to do 
with the cattle given them, on account of the charges for their 
maintenance.* 

* Homeric determination of prices in oxen. Iliad, II, 449; VI, 236; XXI, 
79; XXIII, 703 if; Odyss., I, 431. Compare, however, II, VII, 473 flf. In 
Dracoes time, money-fines were imposed in cattle (Pollux^ IX, 60 ff.), and in 
Athens, before Solon^s time, even the metal coins were, for the most part, 
stamped with the figure of an ox. Plutarch^ Theseus, 25. Böckk.^ Metr. 
Uuntersuch., 121 flf. Among the most ancient Romans (Cicero^ de Rep., II, 
35) the imposition of fines in property, the coins first stamped by Servius, 
bourn aviM$nque effigie (Plin^ H. N., XVIII, 3, Cassiodor.^ Var., VII, 32), and 
the words pecuma^ peculium, peculatus^ derived from fecus^ point to some- 
thing analogous. (Varro^ De L. L., V, 19; De Re rust, II, i; Cicero^ Dc 
Rep., II, 9; Ovidy Fast, V, 281 ; Plutarch^ Publicola, 11.) Old German fines 
in cattle, in TadtuSy Germ., 12, 21; Lex Ripuar, 36, 11; Lex Saxonum, 19. 
Ulfilas translates doyuocO)^ douucu (Mark^ 14, 11), fathu giban. Very old 
German documents, of the seventh and eighth centuries, name horses as 
purchase-price. (Grimniy Deutsche Rechtsalterth., 586 f.) Otho the Great 
imposed cattle-fines. ( Widuk Corb., II, 6.) Similarly, in King Stephen's 
laws of Hungary (Wachsmnth^ Europäische Sitturgesch., II), in the old 
Irish Brehon laws (Leland^ History of Ireland, 36 ff.), as well as in the 
Scotch collection of laws, Regiam Majestatemyoi 1330. (Honard^ II, 263 f, 
537.) Viva pecunia of the Anglo-Saxons in the laws of William I, In an- 
cient Sweden, all property was estimated in /flf=cattle (Gdjery Schw. Gesch., 
I, 100), just as now, in Icelandic, /J?=property. In Berne, the German m>>6, 
cattle, is used to express commodities. Among really nomadic races this is, 
of course, still more the case. Thus the Kirghises use horses and sheep as 
money, and wolf-skins and lamb-skins for small change. (Pallas, Reise 
durch Russland, 1771, I, 390.) Among some of the Tartar tribes, everything 
is stipulated for in cows. (v. Haxtkausen, Studien, II, 371.) Among the Per- 
sian nomads, sheep are used as money ; or when they are held in subjection 
in the cities, corn, straw and wool. (Ritter^ Erdkunde, VIII, 386.) Oxen in 
use as money among the Tscherkessens. (Klemm, Kulturgeschichte, IX, 16.) 
W. B, Hermann doubts, however, whether cattle were ever used as a medi- 
um of exchange. He thinks rather they were employed only as a measure 
of price. (MUnchener Gel. Anz., 580.) 

Vol. I.— 23 
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SECTION CXIX. 

THE METALS AS MONEY. 

C. That metals were used for the purpose of money much 
later than the commodities above mentioned, and the precious 
metals in turn later than the non-precious metals, cannot by 
any means be shown to be universally true. Rather is gold 
in some countries to be obtained by the exercise of so little 
skill, and both gold and silver satisfy a want * so live and gen- 
eral, and one so early felt, that they are to be met with as an 
instrument of exchange in very early times.^ In the case of 
isolated races, much depends on the nature of the metals with 
which the geologic constitution of the country has furnished 
them.' In general, however, the above law is found to pre- 
vail here. The higher the development of a people becomes, 

1 That of vanity -which presents itself among some people sooner than that 
of clothing. 

'In Genesis, i, 24, gold appears only as a valuable ornament Abraham 
paid for his purchases in silver. 

5 For this reason, zinc-money is just as natural with the Malays and Chi- 
nese as iron-money with the Senegambians. (Mungo Park^ Travels, 27.) 
And so Plutarch^ Lysand., 17, may be right when he calls iron the earliest 
universal means of payment, In Sparta, too, where industrious efforts were 
made to maintain the lower stage of culture, this medium of payment was 
longest maintained. Compare, however, St, yokn^ The Hellenes, III, 260 if. 
The first copper coins were stamped a short time before Philip, father of Alex- 
ander the Great (Eckhel^ Doctr. Numm., I, XXX ff.) On the other hand, 
Italy, partly because it had mines of its own, and partly because of its inter- 
course with Carthage (Cyprus), had become, at a very distant period, 
so rich in copper that the circulation of copper, or to speak more accurateh , 
of bronze, was naturally introduced. Compare Nichuhr^ Rom. Ge«;ch., I. 
475 ff- (-A^^ alienum^ obirratus^ (rrarium^ (Bstimare.) Copper was all the more 
adapted to this end the more frequently it was found unmixed. It was gener- 
ally used in preference to iron because of the greater facility of workinjj it. 
( Ilcsiod.y Opp., 150 f ; Lucret.^ V, 1285 f.) In modem nations copper monev 
seems to have been employed only after silver money. Thus, it wa«; not 
stamped in England before tlie time of James I. (Adam Smithy I, ch. 5), nor 
in Sweden before 1625. (Gcijer, Schwed., Gesch., Ill, 56.) Money wat 
struck from the metal of molten bells during tlie French Revolution! 
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the more frequent is the occurrence of large payments; 
and to effect these, the more costly a metal is, the better, of 
course, it is adapted to effect such payments. Besides, only 
rich nations are able to possess the costly, metals in a quantity 
absolutely great.* Among the Jews, gold as money, dates only 
from the time of David.' King Pheidon, of Argos, it is said, 
introduced silver money into Greece, about the middle of the 
eighth century before Christ. Gold came into use at a much 
later period.* The Romans struck silver money, for the first 
time, in 209 before Christ, and, in 207, the first gold coins.*^ 
Among modem nations, Venice (1285) and Florence seem to 
have been the first to have coined gold in any quantity .* 
Henry III. of England (ob. 1272), was the first to coin gold, 
but with so little success, that for a long time after, Edward 
III. (ob. 1377) was regarded as the first English monarch who 
had ccmied gold.' How little a barbarous people are in a 
condition to make use of very costly material as money, is 



* In Russia, between 1763 and 1788, there were 76 million rubles of gold 
and silver coins struck, against 54 million of copper rubles. (Hermann.) 
On the other hand, in France, between 1727 and 1796, there were struck only 
40 million francs of copper, 10 million of billon or base coin, and 3967 million 
of gold and silver. 

* MtchaeUs^ De Pretiis Rerum apud veteres Hebracos, 183. 

* Strabo^ VIII, 358. Hiero, tyrant of Syracuse, found it exceedingly diffi- 
cult to obtain gold. When the Spartans wished to make an offering of gold 
at Delphi they were obliged to have recourse to Croesus. (Herodot.^ I, 69; 
Theapomf.y in Atheu^ VI, 231 fF.) Aristofh.y Ranae, 720, calls gold " new" in 
contradistinction to the " old money," that is, silver. 

'P/iif., H. N., XXXIII, 13. Compare, however, Bureau de la Mallc^ 
Economic polit des Romans, I, 69, after Varrol apud Charisium, I, 81. 
(Putsch.) It is certain, however, that when Italy was conquered, the Ro- 
rnans had introduced a circulating medium of silver, and that it was the 
prevailing medium ; but in the time of Crcsar and Augustus, a gold circula- 
tion was the prevalent one. Yet the state treasure was deposited in gold 
during the period of silver circulation, because gold was, without question, 
better adapted to storing up and transportation. 

^ Muratori^ Antiquitt., IV, Diss., 28. 

* Henry was obliged to issue an order to the mayor and sheriffs of London, 
to get his gold into circulation ; but he soon saw himself compelled to desist 
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proved by the account which Tacitus gives of the ancient 
Germans, who preferred silver to gold in trade.'® England 
presents us with an instance of the other extreme. Since 
1816, silver, in that country, has been used only as a species 
of change, and the circulation of gold governs in almost all 
commercial transactions." 

D. The local usage of some countries has raised many 
other commodities to the dignity of instruments of exchange, 
especially where the population are poor and the metals which 
might be used as money have not existed in sufficient quanti- 
ties or in the requisite proportion. But people have always 
limited themselves in the material of their money to such 
commodities as are universally acceptable, as imiform as may 
be, and current as articles of export or import.'^ 

from executing his design. Edward III. was able only after a voluntary cir- 
culation of them had continued for a longtime, to prohibit any one's refusing 
the rose-nobles. (L. Liverpool^ loc. cit) 

*ö German., 5. Still more striking is the example cited by Herbelot^ Biblio- 
theque Orientale (1697), 485. Rubruquis^ Voyage, ch. 13. In the time of 
Nadir-shah, the Kurds gave, without the slightest hesitation, a pound of gold 
for a pound of silver or copper. (Ritter^ Erdkunde, VIII, 395.) 

*' Recommended even by Adam Smiih^ ch. 5, and for Germany by y. G. 
Hoffmann^ Drei Aufsätze Über das Münzwesen, 1832. In Egypt, also, for a 
long time the wealthiest country of the middle ages, the circulation of gold 
prevailed until the twelfth century. (Macn'si^ Historia Monetae Arab^ cap. 
3 ed., Tychsen.) Harun Alraschid's income was estimated at about 7,500 cwt. 
of gold. (Ritter^ Erdkunde, X, 235.) Something similar related of the Car- 
natic, "the land of ancient emporiums." Ritter^ Erdkunde, V, 564, after 
Ferishia. 

**The use of the cauris (Cyprcea monela) in India this side and beyond the 
Ganges, in upper Asia, and in southern Africa depends on their employment 
for purposes of ornameut, on their greater uniformity, and on the rarity of 
copper which would otherwise be better suited to purposes of change. In 
Calcutta, 1280 c^f/m are equivalent to about half a shilling. (McCulloch.) 
Compare K. Ritter^ Africa, 149, 324,422, 1038; Asien, 1,964; II, 120; III, 
233, 739; IV, 53, 420; Soliiiy III, 62; Botz^ in the Tübinger Ztschr. Simi- 
larly among the fishing population of Northwestern America. (Stein- Waf- 
fäus^ Handbuch I, 352.) Salt as money on the Chinese- Birman boundary 
(Marco Polo^ 38), but especially in the interior of Africa, where nature docs 
not at all produce it, but into which it is brought by caravans from the des- 
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SECTION CXX. 

MONEY — THE PRECIOUS METALS. 

That the precious metals are uniformly preferred in highly 

erts, where salt is found in great quantities. M. Pdo^ Travels, 305, found the 
current price of a salt-tablet, two and a half feet long, one foot, two inches 
broad, and two inches thick, to be equal to the value of two pounds sterling 
among the Mandingos. In Abyssinia, the salt'bars are generally six inches 
long, three inches broad, one and a half inches thick, and they are bound 
with an iron ring to protect them against fracture. Sixty of them are worth 
one thaler. (Ausland, 1846, No. 35.) Slaves used as money: Barths Reise, 
III, 338, 344. Tea-blocks in upper Asia and Siberia; and they are given by 
the Chinese to the Mongols as pay for troops. (Ritter^ Asien, III, 252,) In 
Keachta, a tea-block is equal in price to one paper ruble. (Ausland, 1846, 
No. 20. Timkowskiy Reise nach China, 143.) Date-money in the Sivah oasis. 
(Horncmann^ Reise, 21.) Also in the Persian date-country, where, formerly, 
the lowest silver piece of money was coined m the form of a date (Ritter^ 
Asien, VIII, 752, 819.) 

The ancient Mexicans used as money cocoa-nuts, in bags of 24,000 pieces, 
cotton-stuffs, small pieces of copper, and gold dust in quills. (Humboldt^ 
N. Espagne, IV, 11.) Cocoa-beans are still used as small change there. 
(Ibidem, IV, 10.) On the Amazon, wax-cakes weighing one pound are used. 
(Smytk^ Journey from Lima to Para, 1836.) Among the ancient inhabitants 
of Rügen, linen (Heltnold^ I, 39) ; and still among the Icelanders, the so- 
called Vadhmdl. During the middle ages, 120 ells of VadJkmdl ^scre equal 
in value to one milch cow or six milch sheep, or two and a half ounces of 
silver. (Leo in Räumer* s histor. Taschenbuch, 1835, 515.) That the ancient 
northern mode of valuation, by the Vadkmdl and in cows is older than by 
the mark is shown by Wilda^ Gesch. des deutschen Strafrechts, I, 331. The 
cod-fish money used by the Icelanders was, on account of its great commer- 
cial importance as an article of export, an advance upon the use of the 
Vadkmdl. Among the Caffirs, besides cauris^ mats, javelins, glass corals, but 
particularly brass rings, are used as money. From three to four hundred of 
these rings are strung together, and two such strings are equal in value to 
one cow. ('AV«»«!, Kulturgeschichte, III, 308, 320 f.) Ivory used as money 
in the neighborhood of the Portuguese colonies in Africa. (MariiuSy Reise, 
II, 67a) In Logone, Denham (1822) ff., had met with pieces of iron as a 
medium of circulation; but on the other hand, Barth (1849), with small 
strips of cotton from 2 to 3 inches in breadth, and shirts for larger sums. 
(A. R., Ill, 274, 297, 538.) In colonies, money of this nature is continued 
for a long time. Thus cod-fish used in Newfoundland, sugar in the English 
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cultivated nations ^ as the instrument of exchange, depends on 
the greatness and uniformity of their value in exchange, but 
especially on their durability and pliancy as to form. 

This value in exchange is great, because their beauty, which 
consists in their luster and their sonorous ring,^ gives them 
great value in use; and because, at the same time, their rarity 
in nature makes the supply of them relatively small,^ and not 
susceptible of increase at pleasure.* As they contain so large 

West Indies (Adam Smithy I, ch. 4), tobacco in Maryland and Virginia. 
(Douglas^ V, 2, 389; Ehelingy V, 435 ff.) The last was related to the inspec- 
tion and storage of the tobacco intended for exportation. Payment wu» 
made in orders on the stored and inspected tobacco, even as late as the end 
of the eighteenth century. In 1618, the forced circulation of tobacco was 
decreed in Virginia, and under severe penalties. (Gouge^ History of Paper- 
Money and Banking in the United States, ch. i.) 

' When the caravans no longer touched at the oasis Agades, gold and sil- 
ver money fell into disuse, and grain, stuffs etc. did service as instruments of 
circulation. (Bartk^ Reisen und Endeckungen, I, 144.) 

* Ad. Müller 6SLys very pertinently, but in a very mystical vein, that the 
precious metals combine in a very high degree and yet in a very simple man- 
ner, the principal qualities in which man^s greatness finds expression : rarity, 
flexibility, uniformity, mobility, durability and beauty. (Elemente, II, 266.) 
In another place, he says, the highest ideal good is God, the highest material 
good, gold! (111,65.) The mysticism of gold was most highly developed 
among the alchymists of the sixteenth and seventeenth centuries. 

* Iron beds are worked only when they contain at least iS per cent, of metal. 
Generally it is estimated that the furnace should yield 30 per cent In the 
copper mines of Mansfield, Norway, Agordo and Venice, it goes as low as 
from one to three per cent. On the other hand, silver mines which yield 0.17 
per cent, of metal are considered worth working. Lastly, gold is so rare tliat 
generally it can be extracted only from time to time by the ordinary mining 
processes. As a rule, men are content to gather it where nature has clvarged 
itself with its refining. The extreme limit of the working of gold appears, 
according to PlattMcr and Haussmann^ at Goslar, to be reached when in 
5,200,000 parts of mineral earth there is one of gold. Spite of this, however, 
by reason of their great ductility, the precious metals have been able to pen- 
etrate even into the meanest huts in one form or another. It has been esti- 
mated that a silver leaf may be attenuated by beating to a thickness of onlv 
0.00ÜO1 of an inch, and a gold leaf to 0.0000035 of an inch. An oun«c of gold 
spread on a silver thread may attain a length of 13,000 English miles. ( JA- 
Culloch.) 

* How easily, for instance, could leather-money, tuch as was used bv the 
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a value in so small a volume, they are adapted to transporta- 
tion from one place to another, with but little difficulty — a 
matter of the greatest importance in an instrument of ex- 
change.* Hence, it is much easier to keep the demand for 
them and the supply of them at a level all over the world, 
than it is the demand and supply of most other commodities. 
And this all the more as there are not different kinds of gold 
and silver, but only different qualities of their fineness.* It 
also contributes to the uniformity of their value in exchange, 
that they minister mainly only to wants of luxury. The most 
indispensable commodities are subject to the greatest varia- 

ancient Galls (Cassiodor.^ Varia, II, 32,) be increased to any desired quan- 
tity, and thus its price brought down. 

* Engely at the usual tariff for land and railroad freight (10 and 5 pfennigs 
per mile and hundredths of a mile) estimates the enhancement of the price 
of the following commodities, for one mile of transportation of a custom- 
hundred-weighl (Zollceniner) at the following percentage of their average 
value: 



Commodities. 


Value^ 
per cwt. 


By Land. 


Railroad. 




German 








Btichithaler. 






Gold, - . - 


47610 


0.000007 


0.0000035 


Silver. - - - 


3000 


O.OOIII 


0.00055 


Cotton, - - - 


45 


0.074 


0.037 


Tin. .... 


1 


0.1389 


0.0694 


Lead, - - - 


0.416 


0.208 


Iron, - - - 


2-5 


1-333 


0.666 


Rye, - - - 


2 


1.666 


0.833 


Potatoes, - - 


0.6 


5-555 


2.777 


Coal, - - . 


0.12 


27-777 


13.888 



Their great specific gravity, also, makes the precious metals easy of trans, 
portation. Thus Caxeau calculates that a given value of gold is \*i;i22 times 
as easy to transport as the same value in wheat But as, where the weight 
is the same, the labor of transportation is inversely as the volume, this num- 
her must be multiplied by 26, and we therefore have 447,772 times. In the 
case of silver, the relation to wheat is as i : 15,554. Concerning copper, see 
Storch^ Handbuch i, 488. Chevalier^ Cours, III, 17 fF. 

•This, at bottom, is also true, of the various kinds of copper; only, here, 
complete refining is impracticable on account of the relation between the cost 
of production and the product-price. 
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tions in price (see ^ 103), whereas, in the case of the precious 4 
metals, the diversity of uses to which they may be tumcdl 
contributes greatly to render their value, as instruments of ex-< 
change, more equable. If the supply of them be small, gold 
and silver vessels are less in demand; a part of the old ones 
are melted down, and vice versa. 

In durability, the precious metals surpass almost all other . 
commodities. They are not at all afleclcd by air or water, 
and they can be corroded only by very few fluids. Fire may, I 
indeed, change their form, but scarcely in any degree (lie J 
value of the material of gold, and that of ^Iver very little, and I 
then only when it is subjected to a very powerful blast at J 
draught of air." Hence, while by laying them by, they f 
sufler virtually nothing at all (a most valuable article is 1 
article to deposit savings in), their wear and tear from use may I 
be very much decreased by an admixture with other metals j 
in the proper proportion,* This durability contributes largely j 
to keep the price of the precious metals more uniform. By | 
the time that the wheat crop is rightly harvested, the great I 
bulk of the previously stored wheat is, as a rule, consumed; ' 
and, therefore, the supply of wheat depends almost entirely on 

I On Ihf other hand, copper, and still more zinc, tin and Icvd lot« much o( 
their value in the fire. Pearls niaj- lose their entire value by fire, and dia- 
monds rnore than half of iL 

* Ayiui'nigTii, a mixture of nitric and muriHtic add, dJMolvea gold. ChhK I 
rine and bromine attack it. It hu been noticed to vaporiie *t ■ very higkl 
Icmpcruturc- A gold thread vaporiiea when a «trong electric ctirreal !■■ 
pMi«d through it. A small ball of goM gives nfT a great deal of v 
placed between twra carbon point« and aubjected to the action of a p 
galvanic pile. (K. F. NauHuinn.i 

* Compare llaldmll, Eiperiments and ObscrvHlions of the vaHoiu AIIoti^I 
On the specific Gravity and comparative Weight of Gold, 1S63. TlieKrendll 
fivc-fmnc piece« wear awajr, on an average, in a vcHr, (Mnoi6i the EngHdi 
crown,o.0DDiS: the half crown, about 0,00173: and the shilling, about cl 
( L. LHtrfaot, Treatise on the Coins, 3041 M. Cteivlier, Courm, III. 1 
The wear from use of the south German gulden U D.191 per 1,000. (ttim^ 
in the Archiv. N. F. X, 156.) According to yaeofi. the average w 
is 1.38 per 1,000. (Hittorical Inquiry into the Production and Cocwnmpc 
of the Prcciou» Metal», ch. 13.) 
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the yield of the last crop. On the other hand, it is probable 
that there is many a piece of money, the raw material of which 
was dug from Thracian gold mines in the time of King Philip 
or from the silver mines of Spain during the reign of Hannibal, 
in circulation to-day. Compared with the immeasurable stores 
of gold and silver which have gone on accumulating for thou- 
sands of years, the new yield of them, in any one year, is lost 
like a drop in a bucket. Hence, only when the yield of the mines 
has continued for a very long time, or when it is exceedingly 
great or remarkably small, can the price of their products 
change to any great extent.'^ Even during the revolution in 
prices, between 1492 and 1560, the yearly decline in their 
prices was only one-half of one per cent, per annum. 

Their great pliability of form has, too, very important ad- 
vantages for our purpose: first, that they can be divided very 
accurately into very small parts, and that the volume of every 
part corresponds exactly to the value of the part;" and sec- 
ondly, that they take an impression at very little cost, an im- 
pression which is an authoritative and trustworthy expression 
of their weight and quality, thus saving the commercial public 
the perilous trouble of weighing and testing them every time 
they are used. ^ ^' " This duty the state, as a rule, assumes. 

^^ Adam Smithy Wealth of Nations, I, ch. ii, Digr. 

^^SolerOy Sur les Valueurs, 1785, 271 fF.: Custodi. Halfan ox, for instance, 
is worth half the value of a whole one only for a few well defined purposes. 
As to how much the value of the diamond varies with the size etc., see Du- 
frenoy^ Traits de Mineralogie, II, 77 f. On the other hand, the separated 
parts of a piece of metal are very readily reduced to a whole. 

'* In the case of the ox, it is impossible to imagine a mark which might not 
be eluded by its losing flesh. 

**The cost of coinage since 1849 has been }{ of i per cent, in the case of 
siU-er, and in that of gold not quite 2 per 1,000. (M. Chezxtlicr^ Cours, III, 
no.) 

'* Platinum possesses many of the properties necessary to an instrument 
of exchange in as high a degree as gold and silver, — great value in exchange, 
great specific gravity and great durability. On the other hand, its pliability 
as to form is very small, and therefore the cost of coining it would be high. 
The conversion of platinum coins into utensils, and of utensils into coini 
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(Coinage.) When its authority, however, is not recognized, 
as is generally the case in international trade, gold and silver 
bars are even now used, and have, therefore, to be weighed 
and tested. " ^* 

which would contribute to the supply of money when needed, and to a 
diminution ofthat supply when the demand decreased, would be much more 
difficult on this account; and also because of the small degree of beauty 
possessed by that metal, which renders it little adapted to purposes of luxur}*. 
Under these circumstances, the rarity in nature of the metal is a great draw- 
back ; for the discovery of a new mine would create a great perturbation in 
prices. For this reason, the Russian platinum coins have been generally 
very much undervalued since 1828 in the commercial world, and the whole 
experiment was given up in 1845-46^ Compare J. Schön^ National CEkono« 
mie, 128 ff. Aluminum, discovered by Wöhler, and which can be prepared 
from argillaceous earth, is capable of manipulation in a ytxy high degree 
(malliable et ductile d, peu prhs sans limite^ excessivement fusible)^ almost as in- 
destructible as the precious metals, but easily distinguished from silver by a 
fine bluish color, which has been compared to that of tin; by its small spe- 
cific gravity, from 2.5 to 2.67, and its ring like that of iron. Hence it is very 
doubtful whether aluminum can be made to play the part of a substitute 
for silver, and still more so whether it can be used for coining. 

^^ Lingot^ bullion. In India, beyond the Ganges, and in China, bars are 
very much used. (Sycee.) In the latter country, besides these bars, there 
is no coinage except that of a mixture of copper and lead, for small change. 
(Th. Smithy An attempt to define some of the first Principles of Political 
Economy, 31. Timkoxvskiy Reise nach China, III, 366.) Concerning Bra- 
zilian trade by bars, see Spix und MartiuSy Reise, I, 346 f. They are stamped 
with the national coat of arms, the sign of the mint, the number by which 
registered, that of the year and of the degree of fineness. Concerning the 
Persian bars, the laricSy see Noback^ Handbuch der Munzverrh^ III, Taf. 29. 

'•Concerning the utility of the precious metals for purposes of money, sec 
Pliny^ A. N. XXXIII, 3; Oresmius, De Mutatione Monetarum, ch. 2; Z^rc, 
Sur r Usage des Monnaies, 683 f. Daire^ where we read that before the in- 
vention of money, silver had served all kinds of useful purposes, but that 
now it served its most important purpose, namely the making of the best 
material for money on many accounts. Yet Latxi's book, Monev and 
Trade considered (1705) is based mainly on the idea that pieces of land arc 
much better adapted for purposes of money than the precious metals (1S5/! 
Gallianiy Delia Moneta, 1750, I, 3, 4, and P. Ncri^ Osservazioni, 1751 ff, 
Cust, have very correct ideas on this subject 
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SECTION CXXI. 

VALUE IN USE AND VALUE IN EXCHANGE OF MONEY. 

The original value in use of the precious metals, to satisfy 
certain wants of luxury in the most esthetic and the most sub- 
stantial manner, continues still; but with the advance of civ- 
ilization, the employment of gold and silver for this purpose 
has fallen farther and farther behind the more recent employ- 
ment of these metals as the best material for money. And 
since now the services rendered by money may be divided into 
tw^o classes: storing up or preservation, and the transmission 
(division, concentration) of values,^ the former always plays a 
greater part in the earlier states of the development of trade 
by money; and the latter plays the larger part in the later 
stages of the same development. We may best compare 
money to the other machines or instruments of commerce.* 

The person who, in times when there is a dearth of goods, 
and especially of capital, complains of a want of money, com- 
mits the same error as if he ascribed a scarcity or absence of 
grain, when it exists, to a too small number of wagons to carry 
it, or to the narrowness of country highways. The inference 
may, indeed, be sometimes well-founded, but certainly only by 
way of exception ; and yet it is generaUy the first w hich politi- 

* Narth^ Discourses upon Trade, i6. The capacity of money to act as a 
storer of wealth has been as much over-estimated by the so called Mercantile 
System, as its capacity to transfer wealth has been by the so called currency* 
school. 

* Adam Smith compares money to a large wheel, by means of whicli a due 
share of the means of subsistence and of enjoyment is distributed to each 
member of society. Elsewhere he compares its utility to streets and roads. 
(Wealth of Nations, II, ch. 2.) Hume^ On Money, Pr., prefers to compare it 
tu tlie oil with which the wheels of circulation are greased. Sismondi com- 
pares money to porters. (N. Principes, II, ch. 2.) "Money is to commerce 
\\\\aX railways are to locomotion, a contrivance to diminish friction." (y. S. 
Llill.) According to Sckmttthennery 455, it bears the same relation to other 
commodities that the written language of a people^s literature does to their 
dialects. 
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co-economical quacks think of in practice.' Like all tools or 
instruments, money constitutes a part of an individuaPs of a 
nation's, or of the world's capital. Considered from the point 
of view of private business or economy, money is circulating 
capital, but from the point of view of the world's economy, it 
is fixed capital.* 

^La-w's views on money are, in part, excellent Thus, for instance, he 
says that the debasement of the coin from financial necessity is as great a 
folly as it would be to try to enlarge a piece of goods too small for the pur- 
pose for which it was intended, by diminishing the length of the yard-stick. 
(Sur rUsage des Monnaies, 697.) A country entirely isolated from all others 
could get along as well with one hundred pounds sterling as with a million. 
(Money and Trade, p. 8S.) Elsewhere, he confounds ' money and capital to 
such a degree that he considers ^very increase of the amount of money in a 
country as an enrichment of the people, a means to give employment to the 
poor, to carry on manufactures etc. (Money and Trade, 23, 26 ffl, 168.) A 
given quantity of money is capable of giving employment at most only to 
a certain number of men. (21.) A nation's power and wealth depend on 
the population and its stores of goods, these on commerce, and commerce in 
turn on the amount of money, (pp. 1 10, 22a) The advice given, in 1S4S, 
to the National Assembly of France, but which it had the good sense to 
reject, to overflow all France with the so-called boHs hypoikdcaireSy is akin to 
Law's practical propositions. M. Chevalier^ Cours, III, 8, rightly ridicules 
the literal construction of the words : Vargent est abondant^ when merchants 
find it easy to obtain credit, and considers it as well g^unded as it would be 
to infer from the maxim : Vargent est le nerf de la guerre^ that rifles and 
bullets were made of silver. 

* Adam Smith was not entirely clear, in his own mind, on this point Thus 
inconsistently enough, he calls money unproductive — "dead stock»" for the 
reason that it leaves no material traces behind it of the goods which it has 
transferred from one hand to another. (II, ch. 2.) Is not the same true of 
trade itself.^ And yet Adam Smith calls trade productive. His error is 
doubtless a remnant of the Physiocratic doctrine, to which Smith still held. 
Compare ^^ucsnay^ 94, ^d. Daire. Even Twiss says that money employed as 
money is unproductive, but that, when employed as a commodity, it is pro- 
ductive. (View of the Progress of Political Economy, since the sixteenth 
Century, 1847.) Besides it is not a peculiarity of money alone, that, after it 
has served the purposes of production, it comes out of the product unaltered. 
The same is true of quicksilver employed in amalgamation. (Hermann^ 2nd 
edition, 302.) 
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SECTION CXXII. 

VALUE IN EXCHANGE OF MONEY. 

The value in exchange of money is said to be high when 
all other commodities estimated in money are cheap; and low 
in the opposite case. We have here to do with the applica- 
tion of the most general of all laws of price; therefore, with 
the demand and supply of money. The demand for it de- 
pends on the wants and the means of payment of its purchas- 
ers. Therefore, if a country has little trade, it will, on this ac- 
count, need only few instruments of trade, that is, of little money 
to effect exchanges. If it be poor in other goods, it will get 
little money in exchange. In the former respect, there is a 
beneficent principle of equalization or compensation which de- 
creases the price-variations of money, no matter of what kind, 
in the necessity, when the number of business transactions re- 
mains the same and money becomes cheaper, to use more of it, 
and less when it becomes dearer.^ The supply of money is, in 
the long nm, dependent chiefly on the cost of production. 
But since the cost of production in different mines is very dif- 
ferent, the value in exchange of the precious metals is deter- 
mined by the cost of producing them from the poorest mines 
which must be worked in order tg supply the aggregate 
want of them. (See§ no.)' The more unfavorable the con- 

' SemoTy Three Lectures on the Value of Money, 1840, is, in so far, not 
wrong when he fays that the value in exchange of the precious metals is 
still ultimately determined«by the want of such commodities as are luxuries. 
This last determines to what extent the production shall be extended by the 
\vorking of the poorest mines, whereas the wants of circulation can be met 
as well by small as large quantities of the metals. 

* The good or bad result of this production depends on many different ele- 
ments which may compensate on another. In California and Australia gold 
is to be found in large quantities, and is easily mined; but the workmen 
make large demands which the nature of the country renders it difficult to 
meet. In the Harz mines, where the cost is scarcely covered, (Lehxen^ Han- 
nover's Staatshaushalt, 1853, I, 139), the shafU are sometimes 175!^ fathom» 
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ditions of their production are, the greater is the quantity of 
commodities which must be given for a pound of gold, sil- 
ver etc. ; that producers may not be deterred from the prose- 
cution of their work. The extremes of the value in ex- 
change of money are dependent on the use for which it is in- 
tended. That value cannot rise higher than to the point at 
which single pieces of money become inconvenient on account 
of their smallness, nor sink lower than the point at which a 
similar inconvenience is produced by their too great size. In 
both instances, it would become necessary to have recourse 
to other instruments of exchange. 



SECTION CXXIII. 

THE QUANTITY OF MONEY A NATION NEEDS. 

How great the amount of money needed in the entire 
economy of any state is, cannot be always rightly determined, 
either by the amount of the national resources, or by the 
number of the population.^ It is a very easy thing to refute 
the opinion, that the aggregate amount of cash money in a 

deepf but this is made up for in a measure by the moderate demands of the 
workmen and their skill in mining. Among the Mandingos, the auriferous 
material is so rich that |^ per i,ooo of the weight of the sand is washed out in- 
to pure gold in ten minute& (^f. Par k^ Journal, 53 fF., addenda, XIX), while in 
Europe, where the proportion is only yj^ per 1,000, mines are still considered 
worth working. But then, what workmen there are there! In Peru, the 
burdensome height of the mines above the level of the sea and the want of 
combustible material more than counterbalance many favorable advantage«, 
while in Norway the cheapness of wood compensates for a great many dis- 
advantages. Another thing which contributes towards the uniformity of 
the price of the precious metals is the circumstance that the great amount 
of fixed capital required in the greater number of mining enterprises, post- 
pones for a long time the working of good mines as well as the abandon- 
ment of poor ones. 

' Older writers have estimated the amount of money necessary in a coun- 
try at i, ^\ ( Petty )^ ^ , and even ^\y of the yearly income of a people. 
(Adam Stnith, II, ch. 2.) According to Cantillon^ Sur la Nature du Con* 
mcrcc, p. 73, it is from \ to ^ of the annual gross production of a nation. 
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country constitutes an equivalent of the aggregate amount of 
all other commodities to be fovmd there at any time, in such a 
way that the two pans of this great scales (Locke) hang al- 
ways in a state of equilibrium, and that an increase of the 
amount of money, the amount of all other commodities re- 
maining the same, must be productive of an exactly corres- 
ponding decrease in the value of each piece of money.* Think 

^ Davanxaii^ Lezione sulle Moneta, 1588, 32 ff, Cust, thinks that all terres- 
trial things which serve to satisfy the wants of men are, by virtue of agree- 
ment, equal in value to all the gold, silver and copper; and that the parts 
comport themselves as the whole. The price of a commodity is based on 
this, that men find in it as much of their hcatitudine as is afforded them by a 
given quantum of gold etc. Similarly, Montanari^ who adds as a limitation 
the quantity of money spcndibile in cemmercio. (Delia Monetxi, 45, 64, Cust.^ 
The same opinion leads Locke to the singular conclusion, that, as there is 
now in the world, ten times as much silver as there was previous to the dis- 
covery of America, each single piece of silver, separately considered, and 
taken in relation to such commodities as have not varied, is worth only one- 
tenth of what it was then. Locke^ here, starts out with the gross assumption, 
shared even by Ganilh^ Theorie, II, 386 ft'., that in the case of money the de- 
mand is always, relatively speaking, equally strong and just as great as the 
supply, or as the amount in the market. (Works, II, 23 If.) Further, Mon- 
tesquieu^ Esprit des Lois, XXII, 7, 8. Per contra, however, see Montesquieu^ 
ibid. XXII, 5, 6, and Hume^ On Money and on the Balance of Commerce, 
Essays II, 1752. 

Hume knew perfectly well, that only circulating money and circulating 
commodities operated on price, but failed to take the rapidity of circula- 
tion into account Similarly, Forbonnais^ Elements du Commerce, II, 212; 
even Canard^ Principes, ch. 6; Fiditc^ Geschloss. Handclstaat, 93 ff., and 
Stein^ Lehrbuch, 58. Contested by Lctm^ Trade and Money considered, 140, a 
work directed especially against the Mercantilistic essay, Britannia languens; 
1680, by Milon^ Essai politique sur le Commerce, ch. 22; Genovcsi^ Econo- 
mia civile, 1764, II, i, 15; Steuart, Principles, II, ch. 28; Verriß Meditazioni, 
XVII, 3 fF.; Büsch^ Gedlumlauf, II, 40. The simple taking of an inventory 
of most private resources which possess so much greater value in other com- 
modities than in money is enough to demonstrate the error of DaixinzatCs 
doctrine. Thus, in France, in Necker's time, the cash money in the kingdom 
was estimated at 2,200,000,000 livres, and the average value of the wheat 
crop alone at 1,000,000,000. Neckcr^ Legislation et Commerce des Grains, 
1776, I, 215. Recently, Michel Chevalier^ estimated the amount of money in 
France at from 3>^ to 4 milliards, while the official estimate of its immovable 
property alone was over 83 milliards. 
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only of the great many commodities which are obtained and{ 
consumed without any exchange whatever! Rather does thei{ 
amount of money necessary to keep the value in exchange 
the money employed in a people's public economy unalicn 
depend on the couperation of the following conditions: 

A. TItc number and extetU of such commercial tramacti 
m are effected by meam g^w((wr)';'a relation which, evidently, 
increases (see § 56, fl".) with every advance in the division of 
labor. Hence the transition from serfdom and socage fler\-icc 
to free labor, from domestic-servant labor to day-labor and 
piece-work, from feudal military service to that of paid and 
standing armies, from land-privileges and allowances in pro? 
duce, such as lire-bote etc., to the payment of officials n 
money, from dues in produce to taxes in money, and reguli 
lease-hold interests, from requisitions to loans of money; io 
word, from the barter-economy ( jVWwfa/ii'iWAÄ-Ax/V^ of 
middle ages to the trade by means of money in the higl 
stages of civilization, that is, from the "feudal" to the 
mercial " system must, of itself, increase the moaey-4ieedCfniU- 
bedarf) of a people. 

B. 77«^ rapidity of the circulation of money; because, 
most commercial transactions, one dollar which drcuiates ti 
times a year really performs the same service as ten dol 
which go from hand to hand once in a year; just as t1 
economic use of a sliip employed in the transportation 
commodities does not depend on its commdiousness alone 
but on its rapidity also.' The economic use of money does 
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' When money become» dearer, less of It i 
elicaper, more, lor the «ame purpose. 

'In conlrod is tine lion iopre«ent<i, acttofspolialion.butespctnaltv to barter. 

■ The discoverer of this truth is iiippoicd b^ man/ to be Baitdim, DUcono 
economico, 1737, 141 f., Cu«t BerMy, however, in Uie Qneri«, 1715. 477 £. 
writee; " A sixpence twice paid it a« good ac a shilUDg oncv- puid." 
earlier yet. in \^^■^, BoiigmOeberl, Detail de la France, II, 19, had Uic {T 
of this doctrine, but he confounds circulation uilh conaumplion. And t. 
Cotuiderationa, 11, 13 ft, preMnted it in 1691 with great cleamcsi, allh 
he did not alwaj* remain true to his theory. Compare .^axi»«/, ti. Dalra^ I 
64; CanUBou, 1590; 381. 
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not depend on its amount simply. Says Sismondi: " The 
amount of the medium of circulation in a state must be equal 
to the sum of the payments made in it in a given time, di- 
\'ided by the sum of the times the former has, on an average, 
changed owners within that time."* Under given economic 
circumstances, the rapidity of the medium of circulation is, 
taken all in all, not by any means an arbiträr}' matter. It 
will happen very seldom that one man will purchase or con- 
sume a commodity in order that another may not want 
money.' Were the greater number of money-earners (and in 
nations with a healthy economic life this number is always 
made up of men noted for the good management of their 
own affairs) inclined to pay out the money which they had 
taken in, rapidly, a very active production would prevail 
everywhere; and this, in turn, supposes general commercial 
freedom and great legal security. The less these conditions 
are developed, the more difficult it becomes, not only to lay 
out the money received to-day productively to-morrow, but 
the more imperatively does a proper foresight demand, that a 
reserve-fund should be maintained for times of necessity. 
(See § 43.y Even in the same age and among the same 
people, money moves most slowly under the influences of 
troublesome and critical epochs; for the dangers of war 
and sedition, of impending burdensome taxation, commercial 
gluts and numerous cases of bankruptcy uniformly operate 
to make the possessors of money hold anxiously to their 
present supply.* 

In less civilized countries, the same condition of things leads 

*If the number of annual exchanges effected by i dollar = u; the total 
number of dollars in the store of money = m ; the rapidity of circulation, 
that is the number of exchanges effected on an average by each dollar in a 

..!_ • u u 

vear, = s : then is u = m s, s = — , m = — 

m 8 

' Since good money is so easily stored away and preserved, no one is in 
haste to get rid of it. St. Chamans, N. Essai sur la Richesse des Nations, 1 22 ff. 

» Among the Kurds, all the money in their camps is used for head-orna- 
ments for their women. (K. Ritter^ Erdkunde, X, 887.) 

»Thus, Sir David Norths Discourse on Trade, 169 1, Postscr. 
Vol. I.— 24 
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the people even to bury their money-treasures. In large 
cities, the circulation of money is generally more rapid than 
in the country districts; in a thickly populated than in a thinly 
populated country; and in trade than in agriculture.^® Every 
improvement in the means of intercommunication tends to facil- 
itate it. The rich man possesses, as a rule, less money, rela- 
tively speaking, than the poorer man. Hence, a more equable 
division of a nation's resources among the people would in- 
crease the amount of money needed." While the concentra- 
tion, as to time, of circulation into few great terms of payment 
is calculated of itself to cause a large sum of money to remain 
idle in the interval," its concentration in space in large com- 
mercial cities must dispense with the necessity of a great num- 
ber of instruments of exchange. In England, it is customarj' 
for every man in comfortable circumstances, as soon as he re- 
ceives any money, to deposit with a banker, and to make all 
his payments by means of checks upon the latter. Cash 
money is now employed by Londoners only in payment of 

^^ Lotz^ Handbuch, 377, is of opinion that even in England £icx>,ooo em- 
ployed in trade in land can scarcely effect exchanges to the amount of £1,- 
000,000 in a year. The same sum employed for the same purpose in London, 
in stocks and in the trade in commodities, will effect exchanges to the amount 
of £i6o,ooOvOOO. 

" Cernuschiy M^anique de I'fechange, 1865, 132 if. 

** Thus Petty (ob. 1687) is of opinion that England needed as much 
money as % of all its ground-rents amounted to, as the )^ of all house-rents, 
and 3^j of all the wages of labor for a year; for the reason that ground-rents 
are paid semi-annually, house-rents quarterly, and wages weekly. (Several 
Essays, 179; Political Anatomy of Ireland, 116.) Locke^ on the other hand, 
assumes -^^ of the wages of labor, »^ of all the revenue of land owners, and 
2*^ of the amount cash money taken in in a year by mercliants. Of these 
amounts, there should be always, at least, one-half in ready money on hand, 
if commerce would not be brought to a stand-still. If leases were to be paid 
for on short terms, a great saving of money would be possible. (Works, II, 
13 ff.) Pinto^ Traits du Cr^it et de la Circulation, 34, calls special attention 
to the case of Tournay, in which the commandant, during the siege of 1745, 
made 7,000 florins serve him for seven weeks to pay the garrison ; by bor- 
rowing that sum anew every week from the inn-keepers etc.; which they, 
again, had received from the soldiers. 
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wages, and in trade between retail dealers and consumers. 
The banker is there the common cashier of a great number of 
private individuals, and is in a condition to make their pay- 
ments for them with a much smaller amount of money, espe- 
cially when they are to be made by one of his depositors to 
another.^* This " imion of money-chests " (Kassenvereinigung) 
has been effected also on a larger scale; inasmuch as bankers, 
in greater or smaller numbers, are wont to have one bank as 
a center; and the country banks, in turn, to be in constant rela- 
tion with the great moneyed institutions of London, subject to 
a species of general superintendence by the Bank of England. 
These great monetary institutions have, so to speak, a common 
rendezvous at the Clearing-House, where the greater part of 
their payments are made by a mere ofi-setting of debits and 
credits;^* and this bank is, as it were, the cashier-in-chief of 
the nation, and in possession of almost the entire cash stores ^* 
of the English people.^* 

" If all were to commit their payments to the care of the same banker, it 
would be possible to do with almost no money. But even now, if lOO sep- 
arate merchants were obliged to keep each 3,000 dollars in their money -chests 
for unforseen contingencies, a banker might accomplish the same for them 
with 50,00a dollars, because it is not probable that the unforseen contingen- 
cies in question would occur to all at the same time. 

*^In the London Clearing-House, in 1839, £954,401,600 were paid by means 
of the use of £66,275,600 as a circulating medium, for the most part notes 
of the Bank of England. (Tooke^ Inquiry into the Currency Principle, 27.) 
From May, 1868, until May, 1869, £7jo68»o78,ooa (Statist. Journal, 1869, 
229.) The New York Clearing House, in 1867, effected payments to the 
amount of £5,735,031,900 (Ibid., 1867, 577), and in 1868, $30,880,000^000. 
( Hildebrand' s]ahxh,, 1869, II, 168.) 

"This system began in the middle of the seventeenth century. (A Dis- 
course of Trade Coyn and Paper Credit, 64.) As early a writer as Sir y. 
Ckildy N. Discourse on Trade, 46, says, that for some time, cxery man 
who had from £50 to £100 in money, sent it to his banker, and that since 
that time, all the money flowed towards London and the country was de- 
prived of it (127 ff.) As a rule, the goldsmiths were also bankers. One 
such smith had at the time of the Great Fire of 1666, emitted £1,200,000 in 
notes. (A Discourse etc., 67.) The Bank of England, as a money center, 
dates from 1694. The London banks developed into intermediaries princi- 
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C. The quayitity and rafidity of drctdation of the represenia- 
lives of money. These, in so far as they are worthy of the 
name here given them, depend on the credit of those who issue 
them ; that is, on the certainty that they shall, at the time fixed, 
be redeemed in money. To this category belong the paper 
money of the state which bears no interest, and the treasury- 
notes of the state which do bear interest, bank notes, bills of 
exchange, promissory notes, book-credits of private persons, 
sometimes even certificates of the storage of goods in pubKc 
stores. It is estimated, that, at the present time, nine-tenths 
of all the payments made in Great Britian are eflfected with- 
out the aid of money, or even of bank-notes.^* The capacity 
of a person to make purchases does not depend simply on the 

pally before the time of the French Revolution. (Thornton^ Paper-Oredit of 
Great Britain, 1802.) This remarkable institution had grown to vast dimen- 
sions even in Thornton's time, although it has been much enlarged since 
1825. (Tooke^ History of Prices, 152 f.) Similar conditions among almost 
all highly civilized peoples. Thus in Greece, compare Becker^ Charicles, I, 
294. Concerning a person who had 14 talents* worth of resources, 26 minx, 
and therefore three per cent, in cash, see Lysias, adv. Diog., 6. In Rome, 
compare Polyb.^ XXXII, 13. CiV^rö, pro Font, I, i. For Italian analogous 
cases, part of which may be traced back as far as the twelfth century, see 
LobcrOy Memorie storiche della Banca de S. Georgio, 1832; or the Dutch 
"cassiere" Richesse de Hollande, I, 376, ff. In France an ever increasing 
centralization of the money-trade is to be noticed in Paris (M. Chevalier^ 
Cours., Ill, 418); and now of the money-trade of Germany in Berlin. 

'•Compare Fullarton^ On the Regulation of Currencies, 1845. Among 
the Dutch, the custom of using all commercial commodities as much as pos- 
sible, as a basis of the circulating medium, was much earlier developed. 
(Childy Discourse on Trade, 65, 264 f) In Great Britain, the aggregate 
amount of bills of exchange put in circulation was, in 1839, £528,000,000, 
which sum has been increased annually at the rate of about £24,ooo,ooa 
(Tooke^ Inquiry into the Currency Principle, 26.) Between 1828 and 1S47, 
there circulated at the same moment, on an average, £79,127,000 in bills of 
exchange in England, and in Scotland, £17,380,000 (Athenaium, 1850, No. 175), 
and in Great Britain and Ireland, from £180,000,000 to £200,000,000. (Teokt, 
History of Prices, VI, 588s) According to Mackody the bills of exchange 
and promissory notes together amounted to £500,000,000; bills of exchange, 
bank-notes and bank-credits, to over £600,000,000. (Elements, 12, 325.) 
Madeod calls the currency the sum total of all debts due by every individual 
in the country. (Elements, 43.) 
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amount of money he possesses, but on his credit likewise. 
The person who buys on credit, contributes as much to raise 
the price of commodities as the person who buys for cash; 
with this exception, however, that when the former eventually 
fails to redeem his promise to pay, the price raised by him 
quickly falls again." And, indeed, all the various forms of 
credit, mentioned above, agree essentially in this, however 
they may differ from one another in costliness and rapidity of 
circulation. 

SECTION CXXIV. 

THE QUANTITY OF MONEY A NATION NEEDS. 

(OOVTIXmED.) 

Of the three conditions above mentioned, it is evident that 
the first operates on the amount of money needed, in a direc- 
tion opposite to that of the other two. The usual coiu'se of 
development is this: among an advancing people, the number 
of money transactions increases at first; later, when education 
has become general, and the people have grown habituated 
to the giving and receiving of credit, the circulation of money 
is accelerated, and an increase of the substitutes for money 
effected. Hence, it is perfecdy natural that the money-need 
of a people whose public economy is only half developed, 
should, in proportion to the number of inhabitants, be greater, 
not only than that of a people whose economy is wholly unde- 
veloped, but also, than that of a people whose public economy 
has been carried to the highest point of perfection.^ ' 

'^ A case in England, in 1857, in which a house with £10,000 capital failed 
with liabilities amounting to £900,ooa (Report of the select Committee on 
the Bank Act, 1858, XV.) Or where a speculator vdth £1,200 made pur- 
chases on credit to the amount of £80,000, and then failed with a deficit of 
£i6,ooa (Fawceti, Manual, 442 f ) 

> Remarked by as early a writer as D<xvcnani^ Works, IV, 106 flf. Com- 
pare, however, II, 238. ^««»<iy, ^d. Daire, 75 ff. Z^r</ AVu^, Thoughts on 
the Effects of the Bank Restriction, 1804, 17 ff. Exhaustively treated by 
Chevalier^ Coors., Ill, 397 ff. He very much laments the fact that the cu«- 
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SECTION CXXV. 

UNIFORMITY OF THE VALUE IN EXCHANGE OF THE 

PRECIOUS METALS. 

The peculiar properties of the precious metals described 
above (§ 120), explains satisfactorily enough, why, at the same 

toms of France cause it to need from 3^ to 4 milliards of cash money, while 
England does a much larger trade with 1,200 millions. (I, 207 ff.) In 
France, it is said that the amount of money, in 1812, was 1,500,000,000 
franc8(?). (Peucket^ Statistique Kidmen tairc, 473.) In Prussia, in 1805, it 
was 90,000,000 thalers. (Krug^ Betracht über den Nationalwohlstand des 
preuss. St, I, 244.) The annual amount of production in the former coun- 
try was, 7,036,000,000 francs ; in the latter it was estimated at 261,000,000 
thalers, so that in Prussia the relation of money to national income was, as 
1 : 2.9; in France, as i : 4.69. 

' It is scarcely possible to determine exactly the amoimt of money in a 
country ; for the reason that, outside of the suppositions of bankers etc^ 
there is no authority which can be safely relied on, unless it be the reports 
concerning the coinage, and of the emission of paper money. The informa- 
tion, no less necessary, to be derived from the statistics of the importation 
and exportation of money, the melting down of coin by gold smelters etc, 
can never be exactly obtained. In England, at the end of the sixteenth cen- 
tury, the circulating medium was estimated at £4,000,000 (Hutney History of 
England, ch. 44, App.); under Charles II., at £6,000,000, when the popula- 
tion was 6,000,000. (Petty y Several Essays, 179.) About 171 1, Davenant^ 
New Dialogues, 11 ff., mentions £12,000,000 as the amount; XiXi^ Ander ion^ 
Origin of Commerce, a., 1659, £16,000,000 in 1762. The circulation of gold, 
shortly before 1797, w-as estimated by Rose at, at least, £40,000,000; by Lord 
Liverpool^ at £30,000,000; by Tooke^ at only £22,500,000. (History of Prices, 
V, 130 ff.) Moreau de Jonnis, i837» assumed £43,500,000 (Statistique, I, 329), 
and Helferich (Schwankungen der edlen Met., 1843, 147), £45,000,000. Sir 
Robert Peel^ estimated the amount in 1845 at £59,000,000, to which was to be 
added an average of £28,000,000 in bank notes, after deduction made of the 
metallic reserve. According to Jevons^ the amount of British money is now 
£80,000,000 in gold, £14,000,000 in silver, £1,000,000 in copper; the sum total, 
including bullion and bank notes, afler the deduction of their metallic repre- 
sentatives, £134,000,000. (Economist, December, 1868, July, 1869.) In 
France, Vauban^ Dime royale, 104 (Daire), estimated the cash money at 
about 500,000,000 livres, over 750,000,000 francs, with which Voltaire, Siecle 
de Louis, XIV, ch. 30, agrees so far as the year 1683 is concerned. In 1730, 
Voltaire^ assumes the amount to be 1,200,000,000 of the coins of that time. 
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time, but in different countries, they have more nearly the 
same value in exchange than any other commodity whatever. 
Like a fluid in tubes which communicate with one another, 
the precious metals seek the one same level of value the whole 
world over.^ Only, it must not be supposed that every abso- 
lute or relative increase of the amount of money in a country 
must produce immediately a corresponding diminution of the 
value of money; and in addition to this cause an exportation 
of money. ^ If the number of trade-transactions increases in 
the same proportion as the amount of money, the value of 
money remains entirely imaffected.^ The same thing occurs 
when the increased influx of money, instead of overflowing 
the channels of circulation, only swells the volume in the 

XeckeTy Administration des Finances, III, 66, estimated it, in 1784, at 
2,200,000,000 livres; Mollien^ about 1806, at 2,300,000,000. The valuations in 
Louis Philippe's time varied from 2,400,000,000 to 2,500,000,000 (Chamber 
of Deputies, April, 13, 1847), and 4,000,000,000. (Blanqui.) The valuations 
of 1870 were, according to H'olowsh\ 4 milliards; and to Bonnet^ from 5 to 6 
milliards. Compare Wolowski^ L'Or ct TArgent, 383 ff., Euqu^te, 42. The 
German Zollverein is said to have had, at the beginning of 1870 (Soctbeer) 
480,000,000 or 520,000,000 thalers ( Wcibezahn) cash money. 

In Wirtemberg, Mcmmingery 1840, estimated the resources of the country 
at 1,600,000,000 guldens, of which 36,000,000 were cash; and the yearly gross 
income at 179,000,000 guldens; so that the money was 20 per cent of the 
latter and 2^ per cent, of the former. The annual sales = 226,000,000. 
Therefore the coin currency must have circulated on an average between six 
and seven times in a year. In the electorate of Hesse, there were fer capita 
4 thalers, 18 sgrs., 9 hellers, metallic money, and 3 thalers, 9 sgrs., 4 hellers^ 
paper-money. (B, Hildebrand^ Statist Mitth., 1853, 185.) The amount of 
money in Naples, in 1840, was estimated at 42,000,000 ducats. (Sdaloja,) It 
has been estimated that, in 1830, Spain possessed 1,725,000,000 francs. (Bar- 
rego von Rottenkamp^ JJO') 

1 Monianarty Delia Moneta, 52 ff. 

' David Hum^s very influential essay on the balance of trade does not give 
expression to this error, but he certainly was the occasion of making a great 
many of his disciples advocate it. It is related to the error mentioned in 
§ 123. ^uesnay^ lox (Daire) saw this point in a much clearer light So did 
Graumattn, Gesammelte Briefe vom Gelde (1762), 12 ff.; 73 ff. 

* This is seen, for instance, when paper money is issued, in times when 
trade is thriving, and is withdrawn when this conjuncture ceases. 
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ready-money reservoirs. By means of these stores of ready 
money, very large payments may be made by one nation to 
another, without changing the circulation, or, therefore, the 
value of money, in the slighest degree, on either side.* If, 
indeed, such payments should continue for a long time to flow 
in the same direction, they would certainly influence the circu- 
lation, and then produce a current in the opposite direction. 

However, it may happen, that the value of money in differ- 
ent countries may be permanently diflerent, when there are 
lasting difficulties in the way of the leveling influence of the 
incoming or outgoing current of money. Thus, the precious 
metals mantain a high value in those countries especially which 
Can obtain them only by giving commodities difficult of trans- 
portation for them. If, for instance, an Englishman, anxious 
to take advantage of the high value of money in Poland, 

* Very well elaborated by FuUarton^ On the Regulation of Currencies, 71 
ff., 139 ff. Compare, however, Ä«car«a, Economica publica, IV, 4, 27. When 
England on the occasion of the removal of the bank restriction in 182 1 and 
2822, caused £9,520,759 and £5,356, 788 to be stamped, this powerful demand 
scarcely affected the gold-agio in Paris. (M. Chevalier^ Cours, III, 157.) And, 
on the other hand, the system of assignats, developed during the first 
French Revolution, on so large a scale, had no influence on the price of sil- 
ver in the rest of Europe. (Lord King^ Thoughts on the Bank Restriction, 
1804.) And so, Tookcy History of Prices, I, 205, describes a very large in- 
crease of the medium of circulation, after which the prices of commodities 
remained unchanged, corn fell, colonial products rose in price, both as they 
had done before, and from causes inherent in the commodities themselves. 
During the first years of the bank restriction, 1799-1801, grain rose very rap- 
idly in price, while all trans- Atlantic products sank. (Tookc, I, 232 ff.) The 
unusually large importation of wheat from January i, 1846, to January 14, 
1S47, was paid in France by a decrease of the bank metallic reserve (encaisM\) 
to the extent of 172,000,000 francs. (M. C/ievaiier^ Cours, III, 470.) An ex- 
perienced practitioner m England is of opinion that an increase of banknotes 
to the amount of about £5,000,000 would not raise prices nor increase the 
tendency to speculation, but only enlarge the deposits of the bankers. But, 
if on the other hand, £5,000,000, by any sudden contingency, were to be put 
into the hands of the working classes, this money would, for the most part, 
enter immediately into circulation ; the price of commodities would, there- 
fore, rise and continue to rise until that amount had come into closer fists, as 
it would after some time. (Tookc^ III, 156 ff., II, 323.) 
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should cause Polish articles, such as wheat, wood, wool etc, 
to be imported into England, they would reach their destina- 
tion very much increased in price, because of the great cost 
of transportation. Whether Poland or England would have 
to bear this cost depends on the relations of supply and de- 
mand. Certain it is, however, that the migration of money 
is hereby rendered exceedingly difficult, forbidden even within 
the limits of certain value-diflerences, especially where the 
means of communication are imiversally bad. And so, the 
smaller the number of countries which minister to the want of 
commodities of precious-metal districts, the more must other 
nations obtain the money they need only at second and third 
hand; by means of which, naturally, money itself is made 
dearer each time. Now, it is, as a rule, nations in a low stage 
of civilization, that engage in the exportation of raw material, 
and they are the worst adapted to engaging directly in the 
carrying on of trade. When, therefore, they do not possess 
gold or silver mines themselves, money-value is, as a rule, 
highest with them; especially as the absence of legal security 
and protection, which generally obtains there, makes the value 
in use of the precious metals one of great iu*gency to them. ' • 
Direct legislative or governmental provisions may operate 
in the same direction; as, for instance, the Japanese embargo 
laws which, not long since, limited all foreign trade to two 

• This explains the high price of gold in Farther Asia, which was formerly 
separated from America, the principal source of supply of the precious 
metals, by a journey around the earth, the then usual course of the world's 
trade. 

The precious metals are generally higher in country places than in large 
cities, and in the interior than on the sea-coast. Since the public highways 
etc. in Germany have been so much improved, the difference in the value of 
money in upper and lower Germany has almost disappeared. (Rau^ in the 
Archiv der polit. Oek., Ill, 338.) 

•Happy begirning of this doctrine in Humcy On the Balance of Trade. 
Further, Thotnton^ The Paper Credit of Great Britain, ch. 11. Adam Smithy 
on the other hand, claims that gold and silver, because they arc costly super- 
fluities are uniformly paid most dearly for, in the richest countries. (Wealth 
of Nations, I, ch. 11, 3: Digr.) 
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foreign nations. '^ I intend to treat of the influence of taxation 
on the value of money, in a future work to be written by me, 
on the Political Economy of the State. 



SECTION CXXVI. 

UNIFORMITY OF THE VALUE IN EXCHANGE OF THE 

PRECIOUS METALS. 

[OOHTIirVKD.] 

Most nations can satisfy their want of the precious metals, 
only through the medium of foreign trade. Hence they very 
naturally look upon the cost of production of the articles of 
export by the exchange of which they obtain the precious 
metals either directly or indirectly, as the cost of production of 
these metals themselves. But, the rule that all commodities of 
equal cost of production have equal value in exchange is ap- 
plicable only within the limits of the same economic territory 
(§ 107), for it is frequently physically impossible, and still more 
frequently rendered difficult, by laws, customs and states of 
mind to transfer factors of production from one country to 
another simply on account of the more advantageous market 
they would there find. Thus, for instance, when England 
exchanges its cotton and woolen goods, and steel instruments 
for Mexican silver, the cost of production of the two equiva- 
lents may be very difTerent, and the one party in this trade 
may permanentley make a larger profit than the other.^ Ac- 
cording to § 101, that party will be most favored in whom the 
desire of holding to his own commodities is farthest from be- 

' Similarly in China, and even in Upper Egypt, the China, so to speak, of 
antiquity! Compare Herodot.^ II, 112 ff; Horner^ Od., IV, 354 ff. The relig- 
ion of the Egyptians prescribed to them a mode of life which was scarcely 
practicable in foreign parts. They were systematically inspired with a horror 
for everything foreign. They had a strong antipathy for salt, fish and pilot-i. 
In Egyptian mythology, Osiris represents the Nile, Typhon the desert and 
the seal (PUUarch^ De Iside, 32.) 

* The other party, of course, makes a profit also. He is in a better condi- 
tion than if he wished to produce the desired commodity in his own country. 
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ing out-weighed by his desire to obtain the other. But, at 
bottom, silver is no very indispensable article. Especially in 
highly civilized commercial communities, it is easiest to ob- 
tain substitutes for it, while the principal articles of English 
export are, for the the most part, objects with which to satisfy 
wants rather urgent in their nature, very general, and of rapid 
growth; and which, besides, are not, to any extent, difficult 
of transportation. It is not a matter of surprise, therefore, 
that English commodities, in silver countries, are generally 
sold above the mean price between the English cost of pro- 
duction and the Mexican, for instance, or the cost of procur- 
ing them elsewhere; and that silver, on the other hand, is sold 
in England, imder the same. But this lowers the price of the 
precious metals of the latter country in general. Hence a 
change in the channels of international trade, which in most 
countries is the only soiu'ce of gold and silver, may make the 
price of the precious metals dearer in one place and cheaper in 
another, even when the conditions of the production of mines 
remain entirely unaltered.* In an isolated country, any 

'The first clear germ of this doctrine, which is one of the most important 
theoretical principles of international-trade politics, is to be found in Daxnd 
Hume^ On Interest; Cantillon^ Nature du Commerce, 226, 369 ff. Ricardo^ Prin- 
ciples, ch. 7. ** Gold and silver having been chosen for the general medium 
of circulation, they are, by the competition of commerce, distributed in siich 
proportions amongst the different countries of the world, as to accommodate 
themselves to the natural traffic which would take place if no such metals 
existed, and the trade between countries were purely a trade of barter." 
RebeniuSy OefT. Credit, I, 29 ff. Still further developed, especially by yokn 
Stuart MiU, Elements, 1821, III, 4, 13 f; Torrens^ The Budget, 1844. John 
Stuart MiUy Essays on some unsettled Principles of Political Economy, 1844» 
No. I, and Principles, III, ch. 19, § 3, 5th ed.: " The opening of a new branch 
of export trade from England ; an increase in the foreign demand for English 
products, either by the natural course of events or by the abrogation of du- 
ties; a check to the demand in England for foreign commodities, by the lay- 
ing on of import duties in England, or of export duties elsewhere; these and 
all other events of similar tendency, should make the imports of England, 
bullion and other things taken together, no longer an equivalent for the ex- 
ports ; and the countries which take her exports would be obliged to offer 
their commodities, and bullion among the rest, on cheaper terms, in order to 
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amount of gold and silver whatever would, finally, as soon as 
the people had grown accustomed to it, suffice for all the 
wants of circulation. But, in commerce with the rest of the 
world, the greater quantity and greater cheapness of the 
precious metals, that is of those commodities which are most 
current and are possessed of the greatest amoimt of economic 
energy, must, without fail, be of the greatest advantage to a 
country ; and this irrespective of the fact that they are under 
certain circumstances the symptom of an especially highly 
developed public economy. If we suppose two nations, A and 
B, equal in every other point, but that A has twice as much 
money as B, and that prices are twice as high there as in B; 
yet, with the same effort or sacrifice, A could levy twice as 
many taxes as B. In case of a war between them, A might 
pay in ready money for the necessities of an army which had 
invaded B, with one-fourth the sacrifice which B would have 
to make to support its army in A, if we reverse the case, and 
suppose that B had invaded A.* 

re-establish the equation of demand ; and thus England would obtain money 
cheaper, and would acquire a generally higher range of prices.** 

Obscurely surmised by Beccaria^ E. P., 3, 18, and even by Gaiiamt\ Delia 
Moneta, II, 2. Semior's admirable work, Three Lectures on the Cost of Ob- 
taining Money, 1830, follows up the thought that every country obtains in- 
digenous and foreign products at a cost which grows smaller in the same 
proportion as the productiveness of its people's labor is large. This would, 
certainly, explain why it is that perhaps one hundred English days* work in 
cotton manufactures will exchange against as much silver as is produced by 
two hundred days* work in Mexican mines and foundries. This would not, 
by any means, produce a lowering of the price of the precious metals rela- 
tively to other English commodities, but the mfluence would be felt equally 
by all the products of English national industry. 

5 To be found in germ in CantUlany Nature du Commerce, 1755, 249 fr. 
307. BUsck^ Geldumlauf, 14. Kauftnann^ Untersuchungen, I, 75 ff. Many 
of the doctrines of the so-called Mercantile System, of which I shall treat in 
my projected work on the Political Economy of Commerce, have given ex- 
pression to this truth in an inexact and exaggerated way ; but they were not 
entirely erroneous, as is supposed by the adherents of Hume and Smith. 
However, y. S. MÜI, Principles II, ch, 19, g 2, does not fully admit the de- 
force of the cheapness of money in England usually assumed. According 
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SECTION CXXVII. 

MEASURE OF PRICES,— CONSTANT MEASURE. 

If we had a measure of prices with the same universality of 
application and the same unchangeableness as the measure of 
length, which is determined by astronomical calculation, we 
should be able, not only to clearly understand all the data relat- 
ing to value, that is to say, a not unimportant portion of histori- 
cal science, but we should, moreover, have a practical means to 
condition and fix even perpetual annuities, in such a way, that 
they would always afford the same economic and purchasing 
power to the person receiving them. No wonder, therefore, 
that political economists since Petty's time have zealously 
labored to find a catistani measure of prices.^ If by this we 
imderstand a species of goods such that it should always main- 
tain equal exchange-power, as compared with all other com- 

to him it is wants of luxury (luxury-wants) become such through habit, 
that produce ** the deamess of living in England." 

' Petty considers the search for a measure which could be applied both to 
land and labor as one of the principal problems of Political Economy. (Po- 
litical Anatomy of Ireland, 63 ff.) Sir y. Steuart^ Principles, III, ch. i, 
took the matter very easy by considering the so-called " coin of account," for 
instance, "bank-money," as an invariable value-magnitude. Compare 3^ro^, 
Grundsätze der National CEkonomie, II, 441 fif. Cazaux^ Economic politique 
ctpnv^, 1825, 16 if., has a not uninteresting study on this subject; but he 
goes, throughout his argument, on the assumption that the rate of interest is 
the price of money! If the rate of interest in two countries =: I and i, the 
prices of the same commodity = P and p, the true thing- values, V and v; 
then we have v : V : : i p : I P ! 
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modities, the idea of a " constant " measure of prices is un- 
thinkable. We would have to suppose here, that not a single 
kind of goods varied in its price; since, otherwise, at least as 
compared with those that varied in price, the measure of 
prices would itself be variable.^ But we may, indeed, search 
for a kind of goods such that its inherent elements and the ele- 
ments peculiar to it, so far as it is itself concerned, and which 
go to determine price, should exert the same imiform influence 
at all times. If there be such a kind of goods, and its value 
in exchange as compared with other kinds of goods were to 
vary, w^e should be certain, at least, that the cause of the 
change was not in it, but in them ; that // had not grown 
dearer or cheaper, but that they had grown cheaper or 
dearer. Such a kind of goods would have these two char- 
acteristics: A. A given amount of it would, imder all cir- 
cumstances, have the same value in use for the same num- 
ber of persons. B. It would require, under all circumstances, 
the same cost to produce it, and therefore the supply might 
always keep pace exacdy with the number of those who de- 
manded it.* In this way the supply and demand of this kind 
of goods, abstraction made of the quantity of counter-values, 
would preserve forever the same invariable relation. 



SECTION CXXVIII. 

VALUE IN EXCHANGE ESTIMATED IN LABOR. 

Adam Smith is of opinion that different kinds of goods, no 
matter how far removed from one another they may be in 

»ZrÄTi', Trade and Money, i8i. Before him, and quite correctlj, 3/o»- 
ianari^ Delia Moneta, I, p. 84 ff., compares the means employed of measurin«^ 
one commodity by another, to the means used to estimate time in terms of 
space, as when it is measured by the revolutions of the hands of a clock, and 
again, space in terms of time. 

3 The solvability or capacity to pay of buyers cannot be taken into considera- 
tion here, because it is synonymous with the amount of counter- values which 
ore to be measured. 
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time or space, have equal value in exchange, when an equal 
quantum of human labor may be purchased by their means. 
He adopts, because of the great diflerences in work, the aver- 
age work of the common manual laborer. One work-day, and 
the sacrifice of " rest, freedom and happiness " therewith con- 
nected, are, imder all circumstances, attended with the same 
inconvenience (value). If at one time this day's labor will ex- 
change for more, and at another for less, of any kind of goods, 
it is only because the price of the latter has fallen or risen.^ 

But we may ask whether the same sacrifice of liberty is as 
great a hardship to a Russian as to a Bedouin; or whether 
the sacrifice of an equal amount of rest is as hard for the New 
Englander as it is for a Turk, or as difficult to endure on a 
hot day in July as in the cold of winter. Besides, we have 

' Adasn Smithy Wealth of Nations, I, ch. 5. Similarly Luther^ vom Kauf- 
handel : Werke, ed. Walch^ X, 1098 f. B. Franklin considered the labor em- 
ployed in the production of wheat as the best measure of prices. (Letter to 
Ld. Kamcs: Works, ed. Sparks^ VII.) As Adam Smith, so also Sismondi\ 
Richesse commerciale, I, 371 f.; Kraus^ Staatswirthschaft, I, 84; v. Schlozcr^ 
Anfangsgründe, i, 41. Also Malthus^ in the second and succeeding edi- 
tions of his Principles, ch. I, 6, and Definitions, ch. 8, 9. The Measure of 
Valine, 1823. Zackariäy Vierzig Bücher, VII, 53 f., maintains that, at least 
•within the limits of every separate nation, the average labor-power of one 
man is invariable. Assuming this principle, therefore, to be true, the means 
of subsistence necessary to support a laborer for one work-day constitutes, in- 
directly, a measure of prices. Tooke^ History of Prices, I, 56, says that the 
amount of a day's wages is always a better measure of the price of the pre- 
cious metals than the price of wheat. Even in 1750, GaJiam\ Delia Moneta, 
II, 2, had denied the impossibility of an entirely invariable measure of price 
in this world of change, but he considered man himself the least variable of 
measures, and in a country where slavery prevailed, slaves. He thought 
that the maatta of the negroes were a part of the average price of slaves. 
Practically, Adam Smith's proposed measure was used in the French consti- 
tution of 1 791, in as much as it provided that participation in primary assem- 
blies should depend on the participant's paying an annual tax equal to the 
wages of three days' work, and eligibility as an klrcicnr^ on the possession of 
an income equal in value to the wages paid for two himdred days' day-labor. 
Owen endeavored to base the value of the paper money in circulation in his 
Utopian commonwealth, not on any metal of a certain weight or stamp, but on 
hours of labor as the unit. (Reybaud^ Röformateurs Contemporains, I, 255.) 
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here to do primarily only with value in exchange; and that 
value in the case of day-laborers' work is subject to very 
great fluctuations. 

The elements on which the demand and supply of labor 
depend are not, in themselves, invariable, nor do their varia- 
tions usually compensate for one another. In progressive na- 
tions, the value in use of day-laborers' work increases as well 
as the capacity of their employers to pay them; but, at the 
same time, as a rule, and at least relatively speaking, the sup- 
ply of labor diminishes on account of the increase in the cost 
of production of workmen. Precisely the reverse of this hap- 
pens in nations in their decline, and in over-populated nations. 
The workman is subjected to the necessity of accepting dis- 
tress-prices for his work, and especially of accepting them for a 
long space of time.* How often it happens that, if only trans- 
itorily, when wages are declining, work improves, and zice 
versa} 

Ricardo's school employs, as the measure of the price of 
various kinds of goods, the quantity of work by which the 
goods themselves are produced.* It is evident that the same 



• The \%Tetched condition, until within a short time since, of the Irish work- 
ing class, is well known; how they dwelt in mud cabins without windows, 
board-floors or chimneys etc., in the same apartment with their pigs ; how 
they lived almost exclusively on potatoes, and went about in rags. These 
same Irish, caelum^ non animum mutantes^ received in North America for the 
coarsest kind of labor, 50 to 75 cents wages, besides wheat bread and meat 
three times a day, coffee and sugar twice a day, butter once, and seven or 
eight glasses of whisky or brandy. M. Chevalier y Lettres sur TAm^que du 
Nord, I, 159.) 

• Thus in Mauritius, the immigration of the coolies has produced a decrease 
of negro wages, but an increase of negro industry. In the Barbadoes, the 
negroes are more industrious and their wages lower tlian in Jamaica. The 
wages of good workmen, as for instance during the commercial crisis in Man- 
chchtcr, often sink, while the wages of bad workmen rise; as, for example, 
in a village through which a railroad is made to pass. Compare LamdcrdaU 
Intjuiry, ch. i; Sariorius^ Abhandlungen, 1806, I, 16 ff.; Loiz^ Revision, I, 
99 ff.; ^f. Chevalier, Cours, III, 88 f. 

^ Besides the passages cited in § *o7, compare also Harris^ On Moaej and 
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amount of common labor produces very different results, ac- 
cording as it is well or badly conducted. Hence Ricardo 
must have used the word labor in the sense of labor ideally 
adapted to its end. But in this way it would be impossible to 
reduce all the different kinds of labor to a common denomi- 
nator.* Nor could the peculiar effects of capitalization, or the 
influence of the natural or artificial limitations of competition 
be estimated in terms of such a measure. (See §§ 47, 107, 
i89.)* 

SECTION CXXIX. 

THE PRECIOUS METALS THE BEST MEASURE OF PRICES. 

It is no more possible to find a constant measure of prices 
than it is to square the circle, (y. B. Say.) If the two mag- 
nitudes to be compared are separated from each other in 
space but not in time, the precious metals constitute not only 
the best measure of their prices, but also a very good one. 
But the precious metals are subject to very sensible and acci- 
dental variations in price in long periods of time. If, there- 
fore, we would compare sums of money belonging to different 
times with one another, we must first construct a price-cur- 
rent list of all the more important articles of commerce for the 
time in question, and in the quantities they are needed in every 

Coins, II, 1757 f.; yacob also preceded Ricardo. See the Gciman translation 
of Say, II, 435, 507. 

»The introduction of the words "the socially necessary time of labor" 
into the formulae does not make the measure any more practical for political 
economists or for socialists. 

• Cantillotty who reduces all the cost of production to land and labor, con- 
siders the " at par " between these two to be this : that the labor of the mean- 
est slave corresponds to the quantity of land which the owner is obliged to 
employ for his support, and the support of the slave and of the children 
who arc to take his place. (Nature du Commerce, 42.) The Physiocrates 
thought that the internal (innere) value of two commodities stood in the 
same relation to each other as the area of land directly or indirectly neces- 
sary to their production. Schleitwein, Grundfeste der Staaten, 1792, 230. 
Vol. I.— 35 
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day life. We would next have to calculate the average of 
these mean prices, and thus to determine the relative value of 
the amounts to be estimated.^ The person who should limit 
his comparison to a few species of commodities, says von 
Mangoldt, would lose in exactness what he gained in com- 
prehensibility. 

In every such list, the wages of a day would occupy a ver}* 
important place. The desire of exerting an influence over the 
lives and actions of other men, and the desire of relativclv 
greater social distinction as compared with the social distinc- 
tion of others, is very general; and there is scarcely any better 
evidence that it has been attained than the possession of the 
power of controlling a large number of days' work. The man 
who can keep one thousand day laborers is certainly^ in a po- 

* The so-called Sachwerth (thing-value, real-value) of Hermann^ St Unter- 
suchungen, loi ff. Thus Poulctt Scrope recommended a " tabular standard,"* 
to be officially established and renewed from time to time, to serve as an 
anchor to those persons who wished permanently to fix their money in such a 
manner as to make it exchangeable for an equal value in things. (Principles 
of Political Economy, 1833, 406.) Something of this kind was tried for 50 
commodities, between 1833 and 1837, by Porter ^ Progjress of the Nation, ist 
ed., II, 236 ff., then for 40 commodities by Jevons in the Statistical Journal, 
1S65. Of course, all commodities of a given price are not equally important 
in this respect. Thus, for instance, a fluctuation in the price of diamonds 
would have no effect on the thing-value or real-value of a day*s wages, but 
it certainly would on the thing-value of a princely income. There are some 
excellent remarks on this very important subject in Lorcas work, On the 
Actual Condition of England, chs. 8 and 9. The controversy carried on 
between ycvons^ A serious Fall in the Value of Gold, and its social Effects 
1863; Statist. Journal, 1865; and Laspeyres^ Hildcbrand's Jahrb., 1S64, Si ff.; 
1S71, I, 296 ff.; in which the former recommends the geometric mean of the 
relative prices of separate commodities at different ]X)ints of time, in ord<.T 
to calculate the average relative price: and the latter, as usual, the arithme- 
tical mean, is very thoroughly reviewed and criticised by Drobisck^ who shows 
that neither of these methods is sufficient, but that the quantity of every 
separate commodity must also be taken into account, for which he furnisher 
practical formuhc. (Math. phys. Berichte der K. Sachs. Gesellsch., 1871, 
I, 143 ff., 416 ff.) It is certain that a fixed income in money could maintiin 
its real value or thing-value (Sachzvcrth) just as little if the cwt. of bread 
rose by as many dollars as the cwt. of pepper had fallen; as if the increasing 
price of bread depended on a decreasing price of pepper. 
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litico-economical sense, an important personage. Besides, the 
height of day- wages has the most direct influence on the price 
of many other commodities.* 

No less important is the price of wheat, or rather of the 
principal article of food cf the people, for the time being, with 
which the price of inland raw material — in so far as it can be 
produced from the same soil alternately with wheat — and, in 
the long run, also the wages of labor, are so essentially con- 
nected.* The same indispensable necessity of wheat which 
causes its price to fluctuate so largely from year to year, and 
from month to month, promotes the uniformity of its aver- 
age price,* when many years are taken into the account.* • 

• Senior^ Outlines, 187. In addition to this, we may draw from the thing- 
value of a day's wages a right conclusion as to the economic condition of the 
majority of the people ; and assuming the customary division of the national 
wealth, also as to the degree, to which the people have subjected the forces 
of nature to their service. 

' Ricardo^ ch. 22, refuted, indeed, only the view that an increase in the 
wages of labor produced by the higher prices of corn, would necessarily 
make all goods or products of labor, correspondingly dearer. 

^Compare § 103. In Paris, in 181 7, the setter of wheat cost March 5, 55 K 
francs; April 2, 57 fr.; April 23, 60 fr.; May 14, 63 fr.; May 21, 66 fr.; May 
28, 75 fr.; June 4, 82 fr.; June 11, 92 fr. (Tooke^ History of Prices, II, 17.) 

^lAxke, 98. When CondiJlac asserts that wheat is the best measure of 
prices, he adds, when free trade in wheat obtains. (Commerce et Gouverne- 
ment, I, 23.) Fichte^ on the other hand, while advocating the despotic guid- 
ance of all trade by the state, would employ wheat as the fundamental mea- 
sure of prices. (Geschl. Handelstaat, 47 if.) That grain does not afford a 
good measure of prices in very highly cultivated nations nor in barbaric 
ones, see Hermann^ II, Aufl., 451. 

• The average price must be based on the prices of a great many years, 
since crops vary not only from year to year in price, but from decade to 
decade. See Rascher^ Nationalökonomik des Ackerbaues, § 152, and 
Rascher^ Komhandel und Theuerungspolitik, 47 ff. Great wars are wont to 
disturb agriculture in such a manner that the price of corn is very much in- 
creased by them. Hence, it is not unfrequently possible to use the prices of 
grain as a species of barometer to determine the real pressure of a war u]X)n 
the economic life of a people. Judging by this standard, England suffered 
much less from the War of the Roses in the fifteenth century, than from the 
civil wars in the seventeenth ; and less than France from the religious wars 
of the sixteenth. The war year 163^, in which Gustavus Adolpnus and the 
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(Malthus.) If, by reason of great progress made in the art of 
agriculture, the cost of the production of wheat should fall to 
one-half of what it was, a large increase of population would 
certainly not be delayed long. And so, on the other hand, 
there would be a decrease of population if, by the destruction 
of artificial means of irrigation, or other steps in the direction 
of a retrogressive civilization, the cost of the production of 
wheat were to be permanently increased. 

But even the average price of wheat, during a long series 
of years, is not entirely invariable. The increasing consump- 
tion compels the nation, as a whole, to provide for its require- 
ment of wheat from less fertile sources, which increases its 
price generally. It is true that the progress of the science of 
agriculture and of the corn-trade counteract this tendency, 
retard the advance of the price of wheat, and may, for a time, 
produce an opposite tendency. It is true, also, that the people 
are induced by their most general and vital interests to take 
advantage of this possibility. But spite of the frequency of 
exceptions to it, the rule remains.'' If, therefore, we wished 
to so fix a perpetual annuity that it should always be worth 

m ■ ™ ~ ■ ■■■■II — ^^i^-^^-^^^ ■■ ■ ■ .11 

emperors had to spare the country, must have been far less oppressive for 
Saxony than the later Swedish campaigns. Roscker^ in the Tübinger Zeit- 
schrift, 1857, 471. 

■^ Most countries go through these successive periods in their com trade • 
in the first, exportation preponderates; in the second, there is an equililn-ium ; 
in the third, importation preponderates. (M. ChrzHiUcr^ III, 74 ff.) Compare 
Tacit. ^ Ann., XII, 43. Omitting the two dearest and the two cheapest years 
the Prussian provinces were circumstanced as follows: 

Price of Population 

Ryc^ Per 5%q, Mile, 

18 to to iSjy. ^^S7- 

The Whole Kingdom - - 40. silver groschens. 2,776 

Prussia .... 32.2 " " 1,827 

Posen 34.3 " »* 2.180 

Brandeburg, Pomerania - 3S.4 ** " 2,093 

Saxony 40.3 " " -,366 

Silesia 38.0 ** ** 3,612 

Westphalia - - . - 47.7 ♦» *• 3,600 

Rhine Province - - - 494 ** " 5*078 
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as much money as a certain quantity of wheat had cost, on 
an average, during the three preceding decades, the thing- 
value of this annuity would, on the whole, rise with an ad- 
vance in civilization.® To obtain something that would re- 
main the same, it would be necessary to combine wheat with 
at least one chief commodity, the intrinsic basis of the price of 
which had a development independent of the price of grain; 
but the whole to be made payable in money. The precious 
metals are, in many respects, so diametrically opposed in prop- 
erties to wheat, in their dispensableness, transportable char- 
acter and durability, for instance, that these two classes of 
commodities are best adapted to act as coimter-balances to 
each other.' 

SECTION CXXX. 

HISTORY OF THE PRICES OF THE CHIEF WANTS OF LIFE. 

The higher civilization advances, the dearer all those com- 
modities in the production of which the factor nature with 

Ram^ Leiirbucli, I, § 183. As to when it may be assumed that the price 
of com has remained unchanged, see Hertnann^ loc. cit., 125 H. 

* Petty recommended the average daily food necessarily required by one 
man as the measure of price, estimated on the basis of the cheapest means 
of subsistence. (Polit. Anatomy of Ireland, 62 ff.) Tkacr used as such a 
measure the smallest day's wages; as he supposed, expressed in rye, that is, 
\ of the Prussian scheffcl. Similarly, Maltkus^ in his first edition, and 
Buquoy^ Theorie der Nationalwirthschaft, 24a But this is simply to substi- 
tute for wheat an arbitrarily determined quantity and quality of the same as 
a measure of prices. For practical experiments of this kind, made by the 
depreciation of paper money during the French Revolution, see M, Ckcxsüier^ 
Cours, III, 98; and Constitution de 1795, V, 68, VI, 173. Count Soden^ Nat. 
C£k., II, 338 f., demands that all taxes, salaries of state officials etc., should 
be regulated in accordance with the price of corn. This same view has been 
suggested recently in many German States. 

• Recognized generally by Lockcy Considerations 24. Further, GaUianiy 
Delia Moneta, II, 2; Adam Smith, I, ch. 5. Schäßc, N. CEk., II, Aufl., 127, 
maintains that a constant measure of price, such as would enable a person 
to stipulate for a salary for instance that would bo always of the same value, 
is impossible. Similarly, Ilild^rand^s Jahrb., 1871, 315 ff. 
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value in exchange predominates are apt to become; and the 
cheaper, on the other hand, all those in which labor and cap- 
ital play the principal productive part.^ This is accounted for, 
not only by the almost unlimited capacity of labor and capital 
to be increased, while the natural forces which have Value in 
exchange are susceptible of increase to so small an extent; 
but also, and especially, because new additions of labor and cap- 
ital are wont to cause relatively smaller results in the produc- 
tion of raw material, and relatively larger ones in industry and 
commerce. (§ 33, ff).* 

Hence, from the relations the prices of the different classes 
of commodities bear to one another, we may draw important 
conclusions as to the degree of civilization which a countrj- has 
attained. The above law also affords an explanation of the 
fact, that a young nation, which has made no great strides in 
the way of development, and in which, of course, the produc- 
tion of raw material preponderates, draw their commercial 
and manufactured necessaries, by way of preference, from 

* Compare y. Tucker^ Four Tracts on political and commercial Subjects^ 
28 ff., who maintains that it is a rule, almost "without exception, that ^ oper- 
ose or complicated manufactures " are cheapest in rich countries ; ** raw mate- 
rials," in poor ones. Thus, for instance, corn (.^), garden products in the 
former; cattle, wool, milk, skins, flesh-meat, in the latter. Ships and mov- 
able property are cheaper in the former, whereas wood may be said to be 
almost the free product of nature here. See especially Adam Smiik^ Wealth 
of Nations, ch. ii, Digr. 

^ Senior^ Outlines 119 f., makes the following calculation: Of the I5d. 
which a loaf of bread costs in England, 10 d. goes to buy the wheat, the other 
5 d. to the miller, baker etc. If now, we suppose, that in consequence of an 
increased demand, and therefore of increased production under more unfa- 
vorable circumstances, the price of wheat should rise to 20 d^ the cost of pro- 
duction would possibly, because of an improved division of labor, come down 
to 3>^d., and hence the price of the loaf of bread would be increased to 23Vd. 
It is quite the reverse in the case of lace, because here a piece of raw ma- 
terial worth only 2 shillings may, by reason of the labor expended on it, be- 
come worth as much as £105. If the consumption of lace should increase 
m that the value of the raw material rose to 4 shillings, the sltnultancous 
dcii ease of the cost of manufacture to the extent of one-quarter of the ag- 
gr«-gate price, would leave the price of the manufactured article £78, 19*. 
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precisely the most highly civilized foreign nations. The latter 
are in a condition, and accustomed, to give the largest quan- 
tity and the best quality of manufactured articles for a required 
quantity of raw material; and, of course, vice versa. Hence, 
in this intercourse of nations, the most urgent want, and tha 
completest and easiest possibility of satisfying it, meet.^ Only 
very highly civilized mother-countries can hold fast to colo- 
nial possessions in our day. 

SECTION CXXXI. 

HISTORY OF THE PRICES OF THE CHIEF WANTS OF LIFE. 

(OOHTIKUXD.) 

A. In the case of a great many raw materials, we repeat- 
edly find the following to be the course of development. In 
the lower stages of civilization, they grow of themselves, and 
in such quantities that a small amount of labor, and that only 
the labor of occupation, more than suffices to satisfy the small 
demand for them. Here, naturally enough, the price of raw 
materials is very low. After this, it rises with every advance 
made in civilization, for two reasons: first, because the de- 
mand becomes greater and greater; and then, because the 
naturally free sources of production, called into requisition by 
other wants, now flow less and less abundantly.^ This rise in 
price continues until the point is reached at which it becomes 
customary, instead of the mere occupation of the free gifts of 
nature, to bring forth the commodities in question by the more 

' When, for instance, the inhabitants of the Baltic coasts, by way of pref- 
erence, kept up their relations with the Hanseatic cities, the Dutch and En- 
glish, that is with the most important industrial and commercial nations in 
their own sphere, they in all this pursued only their own interest As to 
how this intercourse between " old " and " new " countries is susceptible of 
the very highest development, see TorrenSy The Budget: On Commercial 
and Colonial Policy, 1844, and earlier, Wakefield^ England and America, II, 

1823. 
> The clearing up of primeval forests, the cultivation of natural meadows, 

etc. 
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la1x)rious process of production proper. From this time for- 
ward, the usual seeking of prices for a level requires that our 
commodity should, like all others which suppose an equal sac- 
rifice of the means of production, claim an equal value in ex- 
change. If from any peculiar causes, the production of this 
commodity is not at all possible, or if it is capable of no great 
extension, its price, which would under the circumstances, be 
limited only by the purchasing power of the buyer, might 
attain the utmost extreme reached in prices under the spur of 
vanity or of the mere love of the commodity itself. The 
latter is true especially in the case of venison ; ^ the former, 
in the case of the tame cattle,^ fresh-water fish,* and wood.'* 

* In Hungary, during the sixteenth century, the choicest venison was con- 
sumed by plebeians and nobles alike. HerbersteiH^ Rer. Moscov. Comni^ 97. 
In Russia, even the lowest classes not un frequently partake of roast hare and 
duck etc. Kohl^ Reise in Russland, II, 3S6. Still, in St. Petersburg, uild- 
fowl game rose between the time of Peter the Great and Alexander I. 600 
per cent, in price. (Storch^ Handbuch, I, 36S.) In Pittsburg, in 1S07, mutton, 
beef and veal cost from 4 to 6 cents a pound, and game only from 3 to 4,4 
cents a pound. (Melish^ Travels through the United States, II, 57.) The 
more the game laws are enforced, the longer does the low price of game con- 
tinue, especially when it is not easy for the poor to procure them. The moderns 
have seldom thought of raising game artificially ; among the Romans, arti- 
ficial raising was confined to the hare and fieldfare. (VarrOy R. R., Ill, 12 
ff.; Columella^ R. R., VHI, 10.) Hence, the enormous prices paid for game, 
of which Pliny, H. N. X., 43, relates an example from the time of the 
emperors. On the other hand, Polybius assures us that, in his time, game 
was to be had as good as gratis in Lusitania. XXXIV, S, 7. 

'In Buenos Ayres, in the nineteenth century, beggars on horseback were 
to be seen. (Robertson, Letters on South America, II, 294.) In Krasno- 
jarsk, in 1770, i>4 rubles was the price of an ox, i ruble of a cow, from 2 to 3 
of a horse, from 0.3 to 0.5 of a sheep; 0.15 of a deer. (Pallas, Sibirische 
Reise, HI, 5, II 12.) According to the Tables of Prices in Sir F. J/. EJen, 
State of the Poor, Append, i, and Rogers, History of Agriculture and Prices 
(1866), I, 245, 361, the following prices obtained in England; in, 

(On an average.) 
1125-26, one ox, I shilling. One quarter of wheat, 20 shillings, 
1260- 1400, " *» 13 " i^d. " " 5 " loJ^d. 

I4f/) '* " 9>^ " " " 4}^ ** 

1463 •» " 10-20 " " " ^YvAH " 

Compare Hume, History of England, a. 1327. Under Henry VIII. vcal, 



^ 
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SECTION CXXXII. 

HISTORY OF THE PRICES OF THE CHIEF WANTS OF LIFE. 

[COMT121UED.J 

B. The rise in prices is observed earliest in that class of 
goods in question which by reason of their small volume and 

beef, mutton and pork were food for the poor in England, and cost on an av- 
erage i^d per pound; while wheat cost from 7 to S shillings a quarter. (24 
Henry VII, c. 3. Price, Observations, II, 148 f.) The same appears from 
the ** reasonable prices " which Charles I, in 1663, had established by sworn 
juries viz.: that the different kinds of meat were much cheaper compara- 
tively than corn in our days. (Rymer, Foedera, XIX, 511. Anderson, Ori- 
gin of Commerce, a. 1633.) In many places in tlie highlands of Scotland, in 
the middle of the seventeenth century, one pound of oat-bread cost as much 
or more than one pound of the best meat. The union of Scotland with 
more highly civilized England soon changed the relation, so that in Adam 
SmiWs time, good meat, in nearly all parts of Great Britain was worth from 
2 to 4 times as much as the same weight of wheat bread. (Wealth of Na- 
tions, I, ch. 11, i.) The Thomas Hospital in London paid, on an average, 
for good beef per stone weight : 

1701-1710, ------ IS. 7.9d. 

1764-1773» !«• lu^' 

1 794-1803, - - - - - - IS. 5.d. 

1804-1821, ------- isio.9d. 

1822-1842, - - - - - - IS. i.5d. 

(Porter, Progress of tlic Nation, III, 112.) Among the most certain proofs 
of the high degree of economic civilization attained in upper Italy about 
the close of the medieval times is the fact, that the price of cattle, compared 
with that of wheat in the thirteenth and fourteenth centuries, varies very 
little from what it is to-day. (Cibrario, Economia politica del medio Evo, III, 
335-3S3.) Compare Rau, Lehrbuch I, § 1S5. In Athens, the cost of a me- 
dimnos of wheat was as great as that of a sheep in Solon's time. In the age 
of Demosthenes, it cost only half as much. (Böck/t, Staatshaushalt der 
AtJiener, I, 107, 132.) It is obvious, however, that the price of meat com- 
pared with that of corn, was lowered by the great extension of the artiticial 
cultivation of meadows; for, when the former has reached its maximum, it 
Ijecomes a great spur to the promotion of the latter. Thus, in England, the 
price of meat, at the beginning of the sixteenth century, was on an average, 
higher than in Adam SmitWs time. (loc. cit.) To the same cause is to be 
ascribed the state of things in Prussia mentioned by v. Podcwils^ Wirth 
6cha(b>eHahrungen, II, 15. 
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their comparatively great value, and by reason of the greater 
capacity to be kept in a state of preservation for a longer 
time, are best adapted to seeking a more favorable market. 
This applies particularly to the skins, fleece, hair, feathers, 

As a common basis for such calculations, the folloi^ing may be accepted. 
It is plain that meadows, pasturages and forage-fields must yield as much in 
meat, as corn-fields of the same dimensions of equal goodness, and situated 
as favorably, in corn. According to Blocks a Prussian acre ( Morgen j of the 
best quality, used as a meadow, produces a hay- value equal to i,ooo pounds, 
a clover- value equal to 2420; as a vegetable Held, a beet or potato- value equal 
to 6/)5O-6,930 pounds, v. Lengerke^s estimate is that 1 10 pounds of cattle- 
fodder expressed in terms of hay, produces on an average 40 pounds of milk, 
and from 3^^ to 4 pounds of meat This would, at most, give 36, 88 and 220- 
252 pounds of meat. The yield of wheat, v. Lengerke estimates, on the bc^t 
soil, and on an average, at 14 Prussian scheffels (at So pounds, i. e. 1,120 
pounds) yearly per acre (Morgen). The three periods in the history of the 
prices of cattle were clearly recognized by Thaer^ Landw. Gewerblchre, 1S15, 
100. 

♦ It is a very characteristic fact, in relation to the river fisheries, that tlie 
fable that servants formerly stipulated not to eat salmon except twice a week 
is to be found in so many places. Thus on the Elbe and the Rhine. Com- 
pare Thaarupy Dänische Statistik, I, 112. In Scotland, about the end of tlie 
seventeenth century, the story in places ran, that it was five times a week. 
(Walter Scotty Old Mortality, ch. 8.) In England, fish seems to have been a 
tid-bit among the poorer classes in the fourteenth century. (Rogers^ I, 606.) 
It was dearer especially during Lent (Statist. Journ., 1861, 544 ff.) The 
artificial production of sea-fish seems to have been tried only by the ancient 
Romans. On the whole, Adam SmiWs law that a ten-fold demand can, as a 
rule, be met only by a greater than ten-fold labor, applies here. (I, 370, ed. 
Basil.) But this relation is obscured to a certain extent, from the fact that the 
source of the production of sea-fish, the ocean, which may be claimed at any 
time by occupation, is, practically, boundless. Here, therefore, the improve- 
ments made in nautical science, and the progress of geographical knowledge, 
may yet for a long time compensate lor the exhaustion of the nearer seas 
and even more than counterbalance it. 

• Among a great many nations in a low stage of civilization, agriculture 
consists in the burning down of the forest. In 1594, the Lauenfbrder forest 
produced 1,110 thalers' worth of food for hogs, and wood to the amount of 
44 thalcrs. (v. Berg^ Staatsforst wirthsch., 213.) The Harzgerode woods at 
the ducal line of Anhalt- Bcrnburg, were estimated at 6,000 thalers. A hun- 
dred years later, they brought in yearly 70,000 thalers, although, in the mean- 
time, very little progress was made in the science of cultivating them. { v 
Justly Staats wirthschaf^ II, 211.) We may form a notion of the relativity of 
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teeth, horns, etc., of animals, in which, in the breeding of stock, 
etc. people in a low stage of civilization are much more apt 
to speculate than in their meat. Here it is considered, and 
rightly so, to be much more profitable to raise many animals 
which are badly cared for, than a few, that are well cared for; 
for the care bestowed on animals has, as a rule, much more in- 
fluence on the body itself than on their covering.^ In fisheries, 

the idea of the deamcss of wood from the fact that in Bavaria, for instance, 
in 1S40, there was a great deal of complaint, that in the district of Isark the 
price rose from 6 to 9 florins ; in the districts of Regen and the lower Maine, 
from II to 14 florins to from 15 to 18; in the Rhine district, from 20 to 26 
florins per cord (Klafter), (Rau^ Lehrbuch, III, § 150, a.) Besides, the 
price of wood in the forest rises, with an advance in civilization, much more 
rapidly tlian it does in the market; in which last, labor and capital play a 
greater part. (Rau, I,§ 385.) 

• Plan for the artificial production of pearl oysters. (Novara-Rcise, 1, 303.) 
Ostriches seem now to be ceasing to be objects of mere occupation, and to 
be becoming objects of breeding. (Ausland, 18(39, § 13.) 

* Thus Wolff's experiments made at Möckern have shown that in the case 
of sheep fed with hay, the wool becomes much heavier and the flesh 
leaner than those of sheep fed with a more concentrated food. W^hile it is 
estimated in England, at the present time, that the wool of Soutli-Down 
sheep is worth scarcely one-tenth what their flesh is (yucob, On Corn 
Trade, 166), mutton, from the year 1260 to 1400, was, on an average, worth 
17 pence; and this even at a time when prices were gradually rising; but the 
wool of one animal (i lb., 7^^ ounces), s]^ pwnce. (Rogers^ I, 362, 395.) 
Even under Anglo-Saxon kings the fleece was worth 40 per cent, of the val- 
ue of the whole sheep. (David Hume.) And so W, Macarin, Two Thou- 
sand Miles Ride through the Argentine Provinces, 1853, I, 151, says that in 
the interior of Buenos Ayres, he purchased 8,000 sheep at 18 pence a dozen, 
and after a march of 200 English miles, sold the skins for sixty pence a dozen. 
In Goya, fonnerly, a live horse cost 3 pence, its skin on the coast 12 
pence ; and the slaughtering of the beast cost 3 pence, the removal and clean- 
ing of the skin 3 pence ; and 3 pence were paid for transportation. (Robert- 
son.) 

In Ireland, in 1763, it not unfrequently happened that the skin and tallow 
of an ox cost as much in a commercial city as the whole ox had cost in the 
nearest market town. (Temple^ Works III, 13.) In England, from 1260 to 
1400, the average price of a whole cow was 9s. 9d.; of the hide is. 8d., and 
cows were cheapest in the first decade, i. e., 6s. 2d., and the hides dearer than 
they were generally afterwards, i. e., by from i-9)^d. (Rogers^ I, 361, 451.) 
In Saxony, according to Engel (1853), the average price of homed cattle wat 
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caviar, sturgeon- bladders, oil and whalebone;* and in forest- 
about 46 thalers; of their hide, 4 thalers and 21 silver groschens. Russia ex- 
ported, 1 842-1 847, 72,636,166 silver rubles worth of tallow, 1,832,137 silver 
rubles worth of horse hair, 10,811,735 worth of bristles (Borsten)^ 7,387,140 
of uncured skins, 36,159,452 of sheep's wool, but flesh-meat only to the 
amount of 370,362 rubles, and entire animals to the value oX 6,853,241 rubles. 
(P. Storch^ Der Bauernstand Russlands, 289 ff.) Tallow is there ten times 
dearer than the same volume of wheat. (SteinkauSy Russlands industrielle 
und commercielle Verhältnisse, 294 ff.); while in Saxony, according to Emgd 
(1S21), a pound of wheat cost on an average 7. ^ fffennigs^ and a pound of 
tallow 30 /. However, Russia's recent progress in civilization has had for 
effect: that the exportation of tallow (1833 = 4^ million puds; 1S69 = i)^ 
mill.) has greatly fallen off ; while that of butter and live stock has increased. 
(v. Lengefdd^ R. im 19. Jahrh., 220 ff. 

In England, during the fourteenth century, a pound of meat cost, on an 
average, %^>\ of lard, from i^ to 2. (RogerSy,\y 411.) On the other hand, 
from 1848 to 1856, the average January price of beef from America was 
no shillings; of tallow from St. Petersburg, 48s. iid. percwL (Nnvmarcb.) 
And so, in the time of Pallas^ the Cossacks chased the deer of their steppes 
only for the sake of its skin and horns. (Pallas^ Reise, III, 524.) While 
the Greeks got horn from Macedonia and Thrace (Herodot.^ VII, 156), it is 
a striking proof of high civilization that at Athens (.'), about the time of the 
hundredth Olympiad, an ox-hide was worth only 3 drachmas, and the whole 
ox 77 drachmas. (Böckh^ Staatshaushalt, I, 105 ff.) 

As the ox is primarily serviceable as an object of food and an instrument 
of labor, and the sheep on the otlicr hand, only an instrument to produce 
wool, it is easy to understand why, with the further advance of civilization, 
the price of oxen rises comparatively much more than the price of sheep. In 
Athens, during the time of Solon, an ox was equal in value to five sheep. 
(Plutarch^ Solon, 23.) So also in countries with a low civilization in the 
time of Polybius. (Polyb.^ XXXIV, 8; Gell.^ XI, i.) Why the same was 
the case in Rome at the beginning of the Republic.^ (Plut.^ Popl., 11). In 
England the proportion between the price of an ox and that of a sheep was, in: 

2'ear As Year As Tear As 

927 6:1 (Henry.) 1229 8:1 (Eden.) 152S 10:1 

1125 3:1 126-1492 (a v.) 9.2: 1 (^TPö»^.^ 1529 12.8:1 

1182 6.3:1 1497 10:1 1531 9.4:1 

1197 9:1 1500 11.6:1 1551 10.6:1 

151 1 8:1 1597 8.2:1 (Edct.) 

At present the proportion may be from 10 to 20: i. In Saxony, it is as 
48 thalers to 5.27. (Engel.) 

' About 1793, Russia exported 10,000 rubles worth of fish, 452,000 of stur- 
geon bladders, 188,000 of caviar. (Starchy Russland, II, 184.) But this had 
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culture, pitch, tar, potash and, to some extent, building mater- 
ial etc., play the same part,^ 

Conversely, the price of those portions which are most dif- 
ficult of transportation, by reason of their volume or of the 
difficulty of preserving them, rises latest. To this category 
belongs milk, the production of which in a fresh state can be 
made an object of economic speculation, only where civiliza- 
tion is at its very highest, and especially in the vicinity of 
large cities.* It is indeed possible by its transformation into 
butter or cheese to preserve milk and make it capable of 

undergone a great change even in 1850. At present, there are 64 per 
cent, of sturgeon bladders, 27 of caviar, and 7 of whole fish. (Steinhaus^ 
Russland's industrielle und commercielle Verhältnisse, 102, 36S.) Yet the 
Astrakan fishermen still throw the greater number of the sturgeon they catch 
back into the water. (Pallas^ Reise im slid. Russland, i, 1S9; Steinhaus^ 99.) 
Salt fish are adapted for transportation to a distance not only because they 
can be preserved, but also because they may be caught and prepared on the 
great highway of the water. Athens got from the Black Sea besides wood, 
tar, wool, hides, cordage, honey, wax and slaves, also salt fish. ( Wolfy z. 
Demosth. Leptin., 252; Böckh^ Staatshaush. I, 51.) The latter from Sardinia, 
Egypt and Spain. (Pollux^ VI, 48.) 

* The principal countries that produce potash are Russia and North Amer- 
ica. It is estimated that a cwt. of potash requires, on an average, 480 cwt. 
of wood. (Pfeil^ Grundsätze der Forstwirthsch. in Bezug, auf National- 
Oekon. etc., I, 128.) From 1800 to 1840, wood for fuel in Würtemberg trebled 
its price; for building material the price increased 1.6 times. (Deutsche 
Vierteljahrsschrift, 1847, No. 4, 104.) 

* Whereas barbarous nations take little trouble to turn the milk from their 
cows to account (Rascher^ Ideen z. Politik und Statistik der Ackerbausys- 
teme, Archiv, der politische CEkonomie, neue Folge, III, 202), Rcuning^ in 
1844, calculated that the milk from all the cows in Saxony amounts to a value 
of 10,000,000 thalers, their meat to over 2,000,000, and the labor performed 
by them in various ways to 3,000,000. In Silesia, in the last decade of the 
eighteenth century, a quart of milk was estimated to be worth 2 ffennigs 
(Festschrift der deutschen Landwirthschaftsversammlung, 1869, 343), where- 
as now it is sold almost everywhere for 12 pfennigs. (Schmoller.) In the 
rather high state of civilization which Saxony had reached at the end of the 
sixteenth century, when game was already dear, and the prices of other meat 
were almost as high as in 1800, a skeffeloiryo, was worth 44 measures (Mass.) 
of milk, and recently 82^ measures. (ScAmoHer, Tübinger Ztschr., 1871. 

336 ff) 
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transportation. But to carry on such a business for the pur- 
poses of trade, a care and a cleanliness are needed which arc 
national characteristics only of a highly civilized people (§ 229^ 
and the preparation of a superior quality of cheese, which is al- 
ways a very long process, is conditioned by the emplojinent 
of capital long in advance of a return, and which no poor 
nation is in a condition to make.' Cow? are primarily milk- 
producing animals.* Hence their price, as a rule, rises later 
than that of oxen, but, in the higher stages of civilization, it 
rises much more surprisingly. Something analogous is true 
of those products which result from what remains after the 
production of other goods or commodities. As long as this 
alone supplies the demand, the cost of production of the 
former commodity is almost nothing, and hence its price is 
ver}' low. For this reason hogs are relatively cheap in two 
very different periods of a people's jiational economy, in a ver)' 
low stage of civilization where forests are plentifxil and they 
are fattened on acorns and the nuts of the beech, and also 
when they may be considered as a collateral product of some 
great industr}', such as distilleries and dairy-farming; and 
when raised by a numerous, especially a rural popiilation of 
small means and laborers, in order to turn to advantage, in 
the former instance, the remains of production, and in the lat- 
ter of consumption.' Where neither of these two reasons ob- 

' The principal cheese-producing countries and cities are Holland, Lim- 
hurjf, Switzerland, Gloucester, Chester, Ayrshire etc. Compare Roscicr^ loc. 
cit.. 1^5 ff. 

• In Kngland, in the year 1000, a cow was worth only as much as two 
»hoop. ( Amtirrum, Origin of Commerce, a., 979.) The best butter was worth 
only id. jHT }x>und in 1550, while pork was worth 1^, veal and mutton, i}i, 
und Ih'c!', i\d. The price of butter was exceedingly variable in the sixteenth 
century. (Ktien.) 

' l)urni>; the middle ages, pork constituted the most usual animal food even 
o( the Iv^t classes. ( /ftfAÄi»^, Ritterzeit und Ritterwesen, I, 164-) Immense 
ln»|H»rtanio attueluH.1 to pork by the Z,« 5a/iVa. (Tit., II, XIV; Emendatt. 
i*aioll Ma);ni, II, 1 IT.) The archbishop of Cologne used every day 24 large 
uuil S n»iHiiunisizt\l hogs, and four more on the three great festivals. The 
MbUtt v»i Corvcy used daily five fat and one lean hog, besides two young ones 
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tains, the price of hogs is wont to increase largely with an ad- 
vance in civilization.®'^^ (See Roscher, Nationalökonomik 
des Ackerbaues, §§ 177 ff.) 

( /Cinälingeftf MUnstcrische Beitr., Urkunden, 147, 126.) In 1345, at the court 
of Dauphiny, there were used annually for 30 persons, 30 salt and 52 fresh 
hogs ; whereas, in modern Paris, with 800,000 inhabitants, only 32,000 hogs 
are consumed yearly. (Roquefort^ De la Vie priv^ des Fr., I, 310 f.) Com- 
pare herewith the place occupied by the swine-herds in the Odyssey in 
Greece*s age of chivalry. In England, in the time of William I., woods were 
taxed according to the number of hogs they might feed. At present, there 
is an enormous production of hogs in Servia, which, in many places, consti- 
tutes the only source of ready money to the agricultural population. 

And about the end of the eighteenth century, it is said that Servia re- 
ceived from Austria alone 1,300,000 florins yearly for hogs. (Rankc^ Serb. 
Revolution, 95.) In 1864, Scrvia's total exports amounted to 62,500,000 pias- 
ters, of which 28,162,260 were for hogs, 7,043,000 for wool, 7,662,000 for the 
skins of sheep and deer, 5,732,000 for cattle, 1,222,400 for tallow. (Kanitx^ 
Serbien, 598 ff.) Great production of hogs also in the Moldau and in Wal- 
lachia, in the United States and I^exico, where, instead of butter, only lard 
and suet are used; also in Lombardy, the Prussian Rhine province, Belgium, 
the English milk-producing districts, Gloucester, Wilt, Dumfries, Galloway 
and the districts where agricultural proletarians abound — Ireland and York- 
shire. It is a consequence of the same law that, among the South Sea Is- 
landers, the hog was the principal domestic animal, as it still is among the 
Chinese. Similarly in the whole of Asia, beyond the Ganges (Ritter^ Erd- 
kunde, IV, 938, iioi); in semi-barbarous upper Italy in the time of Pdybios 
(II, 15); in Gall itself, in the time of Augustus. (Strabo^ IV, 192, 197.) 
The America of the ancient Greeks, Sicily, exported hogs, mainly, in the 
time of Hermippos. (Athen.^ I, 27.) And even among the Romans, the 
consumption of pork was much greater than the consumption of beef. 
(Marquard- Becker^ Handbuch, V, 2, 39.) 

■ In the cities of Prussia subject to a tax for the privilege of maintaining 
slaughter houses, a pound of beef cost on an average, in 1846, from 2 silver 
groschens, 5 pfennigs^ to 3 s. gr. 4 pf. ; pork, from 3 s. gr. 2 pf. to 4 s. gr. 4 pf. 
(LHcterici.) In Moscow, also, the latter is dearer at present. Before the time 
of Peter the Great, it was cheaper. (Starchy Handbuch 1, 364.) It was a sign 
of high civilization, too, that in Florence, in the fifteenth century, veal cost, 
on an average, 2% soldi; mutton, 2]^ soldi; but pork, 4 soldi. (Pagnini^ 
Saggio sopra il giusto Pregio delle Cose, 325 f., Cust.) It is especially the 
lower middle class who ask for fat meats. The very fat English sheep arc- 
taken not to London, but into the manufacturing districts. (Lauderdale^ In- 
quiry, 322 f.) As to whether the relatively high price of pork, and the fact 
that in the later times ot Rome, the wild boar was the most fashionable dish, 
compare Becker^ Gallus,!!, 186. 
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SECTION CXXXIII. 

HISTORY OF THE PRICES OF THE CHIEF WANTS OF LIFE. 

(conTonrxD.) 

C. Those raw materials which, from the very first, have 
been obtained by the means of production properly so called, 
maintain a much greater uniformity in price. In the lower 
stages of civilization, they are never foimd permanently in 
excess; and as the economy of a people advances, the grow- 
ing dearth of natural forces may be more or less counter- 

• The production of fowl is similar in this, that they are frequently fed 
from remains of consumption; only their production is not adapted to un- 
civilized countries, because it is difficult to protect them there. In Texas, it 
is said, it costs more to raise ten chickens than to bring up ten children. 
(Kennedy^ Czarnkowski's translation, 1S46, 115.) The independent breeding 
of fowl is advisable only where there are a great many rich consumers; for 
the reason that they are naturally a delicacy. Enormous production of pi- 
geons in Cambridge, Huntington etc. (McCullock^ Statistical Account, I, 
189.) In Paris the consumption of pork and fowl has gained somewhat 
since the Revolution. (AV Chevalier ^ Cours. I, 113.) 

** According to Schuckburgy Philosophical Transactions of 179S, and 
Kraus^ Vermischte Schriften, I, tab. I, the prices of the following species of 
animals rose in England between 1550 and 1795: horses, 904 per cent; oxen. 
896 per cent.; sheep, 876 per cent.; cows, 2050 per cent. ; hogs, 1964 per cent; 
geese, 300 per cent.; butter rose from 5d. per pound to 11^ d. ; beer from id. 
per gallon to 23^d.; agricultural day wages from ^s. to is. 5X^-i wheat y(i 
per cent. Compare, however, Edinburg Review, III, 246 ff. In Germany 
also, cows and hogs have increased much more in price than horses and 
sheep. (Tübinger Ztschr., 1S71, 342.) Dtttoty Reflexions, 946 ff., öd. Daire, 
savs that the value of the precious metals in France decreased in value be- 
tween the times of Louis XII. and Louis XV. in the ratio of 3jf : i. On 
the other hand, the prices of different commodities rise in very different de- 
grees : 

Fat sheep from 7 sous - - - to 10 livres. 
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balanced by the greater cheapness of capital and labor. This 
is true, especially of wheat. (See § 129, and Roscher, Na- 
tional(}konomik des Ackerbaues, p. 43.) * 

D. In the case also of those raw materials which are objects 
of occupation, and never of real production, as, for instance, 
minerals, a progressive public economy, by altering the differ- 
ent elements of price in an opposite direction, may leave their 
price on the whole unchanged. Here, indeed, the discovery 
of new and especially of rich natural stores may exert an incal- 
culable influence; but such "accidents" underlie the laws of 
human development only to the extent that those ages which 
are intellectually most active are those also which are most in- 
dustrious and fortunate in the discover}'' of their natural re- 
sources. * 

* Tlius, in Thuringia, the average price in silver of com from the sixteenth 
century until the period 1848-61 increased in the ratio of from i to 3-4; the 
price of the different kinds of animals, on the other hand, from i to 5-10. 
(Knies^ in Ilildcbrand^s Jahrbb., 1863, 78.) The pnce of the different kinds 
of corn as compared with one another may» however, be modified by many 
different circumstances. Thus the Capitulare Saxoniiu of 797, c, 11, esti- 
mated the prices of rye, barley and oats to be to one another as 30: 30: 15; 
while the Magdeburg Chamber of 1804 estimated them to be as 17: 14: S. 
In the kingdom of Saxony, in 1841-9, the average prices of wheat, rye, 
barley and oats stood to one another in the ratio of 144 : 100 : 75 : 47 (Engel) ; 
while, in the middle ages, wheat, rye and oats were as 9:6:3 (Gcrsdorf^ 
Cod. Depl. Sax., II, p. XXXIV); under Prince August, corn, barley and oats 
were as 24: 22: 12 Assuming the price of rye to be equal to 100, the cost 

'«•as: Of Wheat. Barley. Oats. 

At Brussels, in the 1 6th century, - - - 126.7 80 50 

At Brussels, in the 17th century, - - 138.8 

At Brussels, in the 18th century, - - - 147 

At Brussels, 181 5 — 1844, - - - 156 

At BiuRsels, 1841 — 1850, - - - - 153 

At Berlin, 1 7S9 — 1818, ... 135 

At Berlin, 1819 — 1832, - - . - 143.5 
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(Rau^ Lehrbuch, I, § 183.) To understand this, it is necessary to bear in 
mind the relatively great increase of wheat bread, beer made of barley, and 
horses, as objects of luxury. The unusually low price of oats in North 
America, as compared with the price of wheat, is dependent on the facility 

Vol. I.— 26 
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SECTION CXXXIV. 

HISTORY OF THE PRICES OF THE CHIEF WANTS OF LIFE. 

[COXTUtUKD.] 

E. The products of industrj' become cheaper and cheaper 
as economic culture advances; whereas, for instance, in Eng- 
land, towards the end of the middle ages, a single shirt was 
considered of importance enough to be made not unfrequently 
an object of testamentary bequest.^ And, indeed, the price of 
industrial products sinks lower the more important the part 
played in their production by capital and the di\Tsion of labor 
is as compared with the part played by the raw material.' 

of exporting the latter. In Florence, in the fifteenth century, the price of 
wheat was 22^, of rye, 12, of barley, 8 soUi. (Pagmimi^ Sopra il giusto 
Pregio delle Cose, 325.) 

* The English so called custom-house prices (Zoükamsfreisej correspond to 
the market prices of 1696. If these are assumed = looi, the price 

In /S26. In jSji. 
Of steel and iron was, - - - • S3 56 

Of coal was, ----- ^- ^5 

Between 1835 and 1850, Scotch iron had already become cheaper by one- 
half (Mcidingcr^ 3S7), and coal in London by one- third (Porter}. 

* Rogers^ History of Agriculture, I, 67. 

'In England, in 11 72, an ox cost 2 shillings; in 11 75, green doth co*: per 
ell, 2 1} shillings; red cloth, 5>^ shillings. (Eden.) In the western stares ."^:" 
North America, the farmer gives two pounds of coarse wool for one po::ni 
of woolen yarn ; he sends 4 bushels of wheat to the miller for the cc»»:r of 
three bushels (Ausland, 1843, No. 68), while in Ravenna, in the ihirtee=*Ji 
« cntury, the miller's fee was ^^ (von Räumer^ Hohenstaufen II, 437 ; acjsri- 
to the fixed prices in Fantiuzi^ (Monumen. Ravennet); in Germani. i'.r-^|: 
tlie last centuries of the middle ages, «^ ( y. Grimm^ Weisihfiiner. III. f . 
af. the end of the sixteenth century from J to J ( Coler^ OeconomiA. II. ; . n 
iiwxK'rn Germany, generally -^^ of the raw material, and in the steppe* oc* 
»vouthcrn Russia, when the wind is still, in summer, even the half. M'.nr. 
iWx {www Ökonom. Gesellsch. zu Petersburg, 1S53, 85.) In Guia^UL ::: :5cc, 
u wry ordinary saddle and bridle could not be had under 10 U p:rDeÄ^ 
I JUnikurd, Notes on the West Indies, III, 1806.) Commt Gh^t: wa> .^h:i^ri 
M, l»av 1 dollars, in Demarara, for the cleansing of a rifle, and «?K«rher |«eruc 
f'/r til. oiling of a carriage, 5 dollars. (Reise urn die Wc]t. 1S6+. 3^7. A 
Aj'lv .; tin ss in Mobile costs four times as much as in Loodon or Puri^ - Ci 
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On this account, in recent times, fine cloths have grown, rela- 
tively speaking, much cheaper than coarse ones.^ Lead, 
which during the middle ages in England was much cheaper 
than iron, because of the difficulty of mining the latter, has be- 
come much dearer in our days.* Conversely, where raw 
material plays the most important part in manufactures, the 
price of the manufactured article may increase with an ad- 
vance in civilization. Hence, articles made of wood are pro- 
cured at the cheapest rates in mountainous coimtries, where 
the division of labor is not carried very far, but where the 
raw material is cheap.* 

Lyelly Second Visit to the United Statt:«, II, 70.) In Athens, articles of cloth- 
ing, even for the poorer classes, were never as cheap as they are in civilized 
countries to-day. Compare Plutarch^ De Tranquill. Anim., 10.) 

* In Upper Italy, between 1261 and 1400, a lady's chemise and the making 
of it cost 14.77 lire; Rheims linen, 7.04; ordinary mourning cloth, 0.45; black 
cloth from Moriana, 2.S3; cloth from Mecheln, 43.83; from Ypres, 47.04; 
scarlet cloth, 80.44 per ell. (Cibrario^ 1. 1.) On the other hand» to-day, in 
the Leipzig market, the difference in price of the dearest and of the cheapest 
cloth will scarcely surpass the ratio 18: i. Even Scaruffi^ Sulle Moneta» 
1679, 163, Cust, remarks that hemp-linen and similar coarse articles had 
increased much more in price than brocades; but he ascribes this circum- 
stance to the disordered state of the coinage. It is much better accounted 
for by Adam Smithy Wealth of Nations, I, 386, ed. Basil. 

* Before the plague in the fourteenth century, the cwt. of lead was worth 
io>2d.; of iron, 4s. id. (Ro^ers^ I 599.) On the other hand, between 1848 
and 1856, the average January price of bar-iron was £7, lis.; of lead, over 
£20. (Newmarch.) 

* Thus, in England, the price Tear Tear 

1826. iSji, 

Of glass was, ----- 387 369 per cent 

Of leather was, - - - - 285 123 per cent 

Of siVk goods was, - - - -158 249 per cent 

of the price of the same articles in 1796. (Ran.) Of 29 chemical products 

of the Parisian manufacture, the wages of labor is on an average only 74 

per cent, of the selling price ; and, in some cases, only from i to 2 per cent 

(Chabrdy Richerches Statistiques sur la Ville de Paris, 1821 ; Hermann^ 

Staats w. Untersuch., 137.) In Buschtiehrad, between 1670 and 1870, barley 

rose from i to 4.8; hops to 6.52; firewood to 6.14; the excise to 6.54; but beer 

only to 2.81 ; although' wages increased ten fold. (Inama Sterneg-g-y Gesch. 

der Preise im Österreich. Ausstellungsbericht von 1873, 430 
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F. But the price of commodities decreases, especially in the 
higher stages of civilization, to the extent that it is dependent 
on commerce.^ Here capital and human labor almost exclus- 
ively are effective, and the modern improvements of communi- 
cation, legal security and competition are especiall}- striking.' 

G. Since personal services are, as a rule, performed and 
received only by individuals, the principle in accordance with 
which labor in general becomes cheaper in the higher stages 
of civilization, does not apply to them to any great extent.* Yet 
we may claim that advancing civilization has pretty universally 
a twofold influence on the price paid for personal ser\-ices. In 
the first place, freedom of competition, with the more accurate 
and equitable determination of price which it produces (in con- 
tradistinction to servitude, privilege and custom) always tends 

I I ---■- — - -^ 

• A bilk cloak lined with fur cost in the time of Charlemagne, 400 scheffcU 
of rye, one not so lined 200. (IlUllmann^ Finanzgeschichte, 213 ff.) In 
Florence in the fifteenth century, one pound of sugar was equal in value to 
15 pounds of mutton. (Pagnini^ 326.) In Turin, in the fourteenth century, 
I pound of pepper was equal in value to 28 pounds of salt (Cibnxrio^ III. 
359» 3^^-) ^^ ^^*^ ^s ^^ middle of the fifteenth century, the court of Duke 
William of Saxony paid for one pound of sugar i thaler and S gro>chen*» 
while ducal fees paid to servants and workmen seldom exceeded 2 gr. 
Hence, even at a princely meal, oiten scarcely %, a pound was consumed. 
(Bilschinsr^ Ritterzeit, I, 137 f.) 

' Charlemagne's capitularies suppose a merchant's profits to be from iiio :o 
200 per cent. (a. Sü<>, c. 34.) And even in our own day, merchant* in the 
markets of Cabul are frequently not satisfied with a profit of from 500 to^co 
per cent. (K. Ritt-er^ Erdkunde, VII, 244), and the caravans which Ic-\t- M^- 
roc for the Soudan are wont, in exchange for commodities amounting 'v\ 
price to i,orx),ooo piasters, to return with a supply of other com mod itie< \» .»r:h 
i(VJ<w,(xx). (^.S'/fi/i - ir<^///rtVs Handbuch, Africa, 33.) According to /?*v*, 
Geldumlauf, II, 10, the price of East Indian products in Hamburg wa« <orr.e 
7« |Kr cent, higher than at home, while Pliny, H. N. IV, 26, fpeak> of x 
price one hundred times (?) as high; and its spices, at the time of Portui:u'.-e 
dominion, were »old at a profit of at least 600 per cent, in Europe. / (>.:_- 
furd. History, VII, 360; Ritter, Erdkunde, V, S72.) 

•When Humboldt found a missionary near Cumana who paid 7 pLi-trr* 
for a cow, and was obliged to pay 17 piasters for blood-letting, rather ui-.».;:- 
fwlly jwrformetl, he found an illustration of one of the peculiaritie* of c *^ 
itlal lifi* - to have all the wants of higher stages of civilization but no: xrt 
iiU'iinM oi hutihfying them. (Relation historique, I, 374.) 
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to obtain the upper hand; and further, by the growing combi- 
nation of labor and of use (§§ 56, ff. 207), a better and better and 
more clearly defined gradation between ordinary services and 
those of a higher order is effected. When the latter cannot 
be increased at pleasure, the price paid for them may, as the 
wealth of consumers increases, become, from motives of van- 
ity or of custom (^Gcbrauchsgründcn)^ almost imlimited. The 
dancing maid, to whom Ilerod (Mark, 6, 23) promised even 
the half of his kingdom, is both in a politico-economical and 
in a moral sense a warning example to over-refined nations.' 

SECTION CXXXV. 

HISTORY OF THE VALUES OF THE PRECIOUS METALS.— 
IN ANTIQUITY AND IN THE MIDDLE AGES. 

It is impossible to write a real history of the values of the 
precious metals in ancient and medieval times : the sources of 

•Enormous payments made to distin^ishcd virtuosi, actors, sophists and 
hctarcs at the time :n question, also to Appelles, Aristidcs etc., for works of 
art. (Plin., XXXIV, 19, 2, XXXV, 36, 19.) The actor Aesopus (sec g 233, 
note 6) had a fortune worth 20,000,000 sesterces, while Pompey, for instance, 
had 70,000.000, Roscius received from the state for every day he played, 
2S6 thalers, and earned 43,000 a year. ( Mommsemy Römische Geschichte, III, 
4S3, 547.) Compare Cicero^ pro Roscio Comopdo, 10, and Plin.^ H. N, IX, 59, 
X, 72. The zither-player, Amoebaeos, received one t;ilent for each appear- 
ance. (Athen. XIV, 623.) According to Pliny ^ H. N. XXIX, 5, tlie Roman 
frindpcs gave the most distinguished doctors yearly 250,000 sesterces, and 
even more as an honorarium. At the end of the eighteenth century, the 
greatest Parisian actors received from 4,000 to 5,000 francs per annum. Now 
ioü»ofX) is considered a moderate income lor one. ( Journ. des Economiste», 
May, 1854, 279.) It is said that Frederick Hase earned $30,000 in America 
in ten weeks. (Leipz. Tagebb., 15 Jan., 1871.; Stcuart^ Principles, II, ch. 
30. Adam Stnitk frequently represents it as a rule, that superfluous goods 
like gold and silver, are dearest among the richest nations, necessary goods 
among the poorer, and vice zvrsa. But the supply lias much more to do with 
the |KTmanent price of a commodity than the demand for it has. And the 
principle al)Ove mentioned applies only in so far as the supply is here an un- 
limited and there a limited one. Hence, the comparison of silver with paint- 
ers* and sculptors' works is not an apposite one: in the case of these there is a 
natural monopoly, while the former, on account of its durability and capacity 
for tran8()ortation, may, on the contrary, be increased almost at pleasure. 
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information are too few. But it does seem possible to sug- 
gest some fragments and something of the development of that 
history/ at least in outline. 

Thus, for instance, the supply of the precious metals fur- 
nished by the mines, in the earlier times of ancient history, 
was kept from entering the market by the system which then 
prevailed everywhere, of hoarding treasure by the state, by 
the temples etc., and later by great reserves of treasure kept by 
individuals.^ The revolutions in prices in ancient times were 
produced as frequently by the sudden opening of such reser- 
voirs, as by the discovery of richer sources. Thus, for in- 
stance, such events ae the dissipation of Pericles' treasures, the 
subsidies of the Persian kings, the spoliation of many temples 
in consequence of declining religiousness, the distribution of 
Persian treasures by Alexander the Great,^ had a vast influ- 
ence on the undeniable rise in the price of Greek commodi- 
ties in the centiu*y succeeding the Peleponnesian war.* Later, 
it is said that in Rome, the price of pieces of land was doubled 

* Besides Böckh.y Staatshaushalt der Athener, 1817, Book I, compare Ar- 
huthnoty Tables of ancient Coins, Weights and Measures, 2d ed., 1754, ^^^' 
mcyery Ueber den Bergbau der Alten, 1785, and Michaelis, De Pretiis Re- 
rum apud veteros Hebrxos, in the Comment Societ Gottingensis, vol. III. 
The principal sources of information among the ancients are Diodar^ V; 
Strabo, III, V; Plin., H. N., XXXIII. 

*The money revenue of the Persian king, to the amount of 14,560 talents 
yearly, was transformed into bars and thus deposited in the treasury. Hero- 
r/ö/., Ill, 95 f Even the little vassal prince Pythios of CelscnjE had a treas- 
ure of 2,000 talents of silver and 4,000,000 pieces of gold. (Ibid, VII, 26 f.) 
On the money stores of private persons, see Plin.^ H. N., XXXIII, 47. 

3 An ox was worth, in Solon's time, 5 drachmas; in 410 B. C, 51 dr.; 374 
^- C> 77X ^^•*» ^ medimnos of wheat in Solon's time, i dr., about 390, 3 dr., 
under Alexander the Great, on an average, 5 dr. (Bockh.^ I, 102, f ) The 
usual amount of ransom paid for a prisoner of war, in Kleomenes' time, 
was 2 minaj (Hcrodot., V, 77, VI, 79); under Dionys., I, 300 m. (Aristot., 
Oeconom, II, 21); under Philip of Macedon, from 300 to 400 m. (D€mosth.y 
De fals. Legat, 394) ; under Demetrios Poliorketes, 1,000 for a free man, 
5 for a slave. (Diod.y XX, 84.) 

* This booty for Susa alone amounted to from 40,000 to 50,000 talents; for 
Persepolis, to 120,000; for Pasargadae, to 600. Curitus^ V, 2, 6; Strabo^ XV, 
731 ; Justin, XI, 14; Arrian, III, 16; Duxl, XVII, 66, 71 ; Plutarch, Alex., 36. 
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« 

by the influx of Egptian war-booty.' It is a remarkable 
proof of tlie undeveloped condition of trade in the earlier pe- 
riods of ancient history, that the perturbations in prices were, 
apparently, at least, so entirely local. Phoenecia, Palestine 
etc., must have experienced, in the age of Solomon, a formal 
deluge of the precious metals, while Greece, for instance, was 
then, and for centuries after, extremely poor in them.* It is 
not, on the whole, to be doubted, that the value in exchange 
of the precious metals was on a continual decline until the 
most flourishing time of the Roman emperors.'' During the 
middle ages, it seems to have stood much higher again; be- 
cause the great loss of treasure caused by the migration of 
nations etc., the almost complete cessation of production at the 
mines, and the slowness of the circulation of money, played 
a much more important part than the decrease of trade.® • 

» Oros.^ VI, 19; Dio^ C, LI, 21 ; Suct.^ Aug., 41. Decline of the value of 
money under Constantine the Great, when the precious objects of the heathen 
temples were coined. (Monitio ad Theod., Aug. de inbidenda Largitate, 
Tkes,^ Antt. Renn., XI, 1415; Taylor^ ad Warm. Sandvic, 38.) 

•Compare I Kings, 10, 14, 27 ff.; I Chron., 22, 2 ff.; II Chron., 9, 15 f., 
12, 10 ff. On Ophir: K. Ritter^ Erdkunde, XIV, 407 f.; on the wonders of 
the discovery of Spain: HerodoLy IV, 152. ArisM.j De Mirab., 146; Diodor, 
V, 35 ff. On the other hand, of Greece, AJAcn, VI, 19 ff. 

' Compare Plt/t.^ H. N., XIV, i. Yet the value of money in the time of 
the Caesars seems to have stood much higher than it is now, as is proved, for 
instance, by the endowments by Trajan (16 sesterces per month for boys, 
and 12 sesterces per month for girls), as the aUmenta furnished them accord- 
ing to Digest XXXIV, i, embraced their entire support. Compare the ex- 
cellent essay on this subject by RodbertuSy in Htidedra/uTs J ahrhb^ 1S70, I. 

• The conquest of the A vares seems to have temporarily produced a consider- 
able cheapness of the precious metals. (Gu^rardy Polyptiques, I, 141.) In- 
crease of the value of money in Scandinavia, during the later part of the 
middle ages. (Wilda, Gesch. des deutschen Strafrechts, I, 323 ff.) 

• In England, from 1279 to 1509, there were coined on an average only 
6,868>4 pounds sterling; from 1603 to 1830, on the other hand, 819,415 pounds, 
sterling. The average in the time of George IV., per annum, was 4,262,652. 
Jacob, ch. IV.) An evidence of the uncertainty of the history of prices in 
the middle ages is, that Jacob, ch. 12, infers, from the price of corn, that the 
price of silver remained rather stationary from 11 20 to 1550, while Adam 
Smithy I, ch. II, 3, infers from the same fact, a remarkable rise in the 
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SECTION CXXXM. 

EFFECT OF THE DISCOVERY OF AMERICAN MINES ETC. 
ON THE VALUE OF THE PRECIOUS METALS. 

The discover}' of America influenced the market of the 
precious metals less by the peculiar wealth of the mines in that 
part of the world than by their almost incredible number.^ 
The sources of wealth that the conquistadores first lighted 
upvKi were, however, much over-estimated.^ The production 
of the American mines first assumed great importance after 
the iliscover}' of Potosi, in 1545, which was soon followed by 
the working of the American mines at Guanaxuato. (1558.) 

jMricv ot' s^ilver irom 1350 to 1570, Concerning the latter, sec Leber ^ Fortune 
jvriv^x' au moven. Age, 16 f. Tooke-Newinarck^ History of Prices, VI, 391 ; 
whcrv'as A*ty«T.<, Statist. Journ., 1861, 544 ff., finds that in England, bct\*'een 
I3<.x> and 1 53-» there was no change whatever in the price of silver. Accord- 
ing to »Vtv/Anr, Forschungen zur deutschen Geschichte, VI, 94, wheat and 
rvc wore, as compared with silver, worth during the Carolingian period, 
alxnit one-fourth of its value, between 1750 and 185a Hegel, Shassburgcr 
Chri>nikcn, II, loi 2, ascribes to gold over 2 >^ times as great a purchasing 
jK>wcr in the 13th and 14th centuries as in the 19th century; and to silver, a 
purchasing ix)wcr about three times as great 

* The silver ores of Peru and Mexico yield, on an average, only from 2 to 
3 IKT lAxv of metal; those of Potosi, at present, scarcely i per 1,000; thov; 
i»f Mv'vivw according to Humboldt^ on an average, from 3 to 4 ounces per 
c^l.; M» that many of the European ores are decidedly richer. While the 
wins v»f the Saxon mine, Himmelsfürst, have a breadth of only from 0.2 to 
u3 nu*tcr>; the Veta-Madre of Guanaxuato, is in few parts less than S, and 
it i% M»niotinu's even 50 meters broad; and the Veta-Grade of Zacatecas i^ 
tiAMu > lv> 10 meter« in breadth. In Pasco there are veins of silver ore which 
ha\o 114 and oven 123 meters. TsckuJi\ Reise in Peru, K., 12; CJkrraJier, 
iouiN, III, 1S4 If., ^41 If. According to Humboltit^ Essai sur la Nouvelle 
lN|Mfc:no. Ill, p. 413, eleven times as many miners are needed at Himmel>- 
lUi^t a^ at N'alcnciana to obtain the same quantity of silver. 

* Thus fi»r instance, the celebrated ransom-money of Athahualpa (even ac- 
i'oixiiitk* U\ ii%ttviitiso de la J'Vjj^tf^ amounted to only 5,000,000 thalers, while 
Wwr FuM\i h King John, after the battle of Poitiers, in 1356, had to pay 
|i,(HHMR)it francK for his ransom. (Leber ^ Fortune priv^ au moyen Age, 
lit 11) 
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Coincident with this was the extraordinary " chance " of 
Medina's invention, in 1557, by means of which, it became 
possible to separate silver from foreign elements by the cool 
process of amalgamation, instead of melting it as had hither- 
to been done; an invention all the more important in America, 
for the reason that in that country, where there is so much 
rich ore, there is scarcely any fuel, in the neighborhood ^ of 
where it is found. During the first hundred years the mines 
of Peru occupied the most prominent place; whereas they 
were afterwards completely overshadowed by the Mexican.* 
According to Humboldt,* the annual export of gold and silver 
from America to Europe, between 1492 and 1500, amounted 
to 250,000 piasters; between 1500 and 154S, to 3,000,000;* 
from that time to 1600, to 11,000,000; in the seventeenth cen- 
tury, to about 16,000,000; during the first half the eighteenth 
century to 22,500,000; during the second half, to 35,300,000. 

The production of gold in Brazil began to be important 
after the commencement of the eighteenth century,'' and the 
working of the Mexican silver mines of Valencia, Biscaina etc. 
from the middle of the same century. In the beginning of the 
nineteenth century, Mexico produced, annually, 537,512 kilo- 
grammes of silver, and 1,609 kilogrammes of gold; Peru, 
140,078 and 782 of silver and gold respectively; Buenos 
Ayres, 1 10,764 and 506; Chili, 6,827 and 2,807; New Granada, 
4,714 kilogrammes of gold; Brazil, 3,700 killogrammes of 

•Compare M, Chevalier^ III, 190 ff. Discovery of tlie quicksilver mines 
of Guancavelica, 1567. 

•^ The yield of Potosi amounted from 1545 to 163S, to 395,6i<>,ooo pesos. 
(UUoa, Viage, II, I, 13.) Up to the present time, the aggregate yield there 
has been estimated at from 6,000 to 7,000 million francs. 

* On the worse grounded assumptions of former writers, see Humboldty 
N. Espagne, IV, 237. 

•There was really introduced into Spain, about 1525, not much over 2,000,- 
000 francs annually; and alter 1550, six times as much. (L, Rankt\ F^ürsttn 
und Völker, I, 347 ff.) Compare Humboldt, Ueber die Schwankungen der 
Goldproduction, in the Vierteljahrsschrilt, 1S3S, IV, iS. 

' (;n tlie Brazilian exports of gold in the iSth century, see S-'ä/cr, Gesch. 
von Portugal, V, 192 If. 
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gold; the whole of America together, 795,581 kilogrammes of 
silver and 14,018 kilogrammes of gold, worth about 60,750,000 
thalers.® During the uprisings between 1810 and 1825, which 
separated Spanish America from the mother country, the 
production of the mines diminished as surprisingly as it had 
increased in the previous generation by reason of the great- 
er liberality of Spanish colonial policy.* Since that time, 
a certain increase has, indeed, been noticed, which, however, 
had not immediately before the discovery of the gold mines of 
California by any means attained the height reached in 1808, 
but only an annual production of 701,570 kilogrammes of sil- 
ver, and of 15,215 kilogrammes of gold, with an aggregate 
value of more than 56,000,000 thalers.*® 

In Europe, also, the obtaining of the precious metals dur- 
ing the fifteenth and sixteenth centuries took a great stride, 
especially in Germany;" but, on the other hand, the Spanish 
gold and silver mines were closed in 1535 by a law. In the 
seventeenth centiuy, there was another lull, followed, at the 
end of the eighteenth, by a second period of activity which has 
not yet closed. The great development of the production of 
gold in the Ural mines since i8ic;j, and in the Altai mines since 
1829," the revival of the production of silver in the old Spanish 

•According to Humboldt^ N. E., IV, 218, the amount up to the beginning 
of this century was 17,000 kilogrammes of gold and 800,000 kilogrammes of 
silver. 

* Thus, for instance, Mexico, during this period yielded, on an average, 
65,000,000 francs, instead of the former amount of from 130,000,000 to 
140^000,000. In Carro de Potosi, there were, in 1826, of the former 132 pool- 
'works only 12 in operation. Compare Adams^ The Actual State of the 
Mexican Mines, 1822. yacob assumes that about 1830, the quantity of money 
in Europe and America was }th less than in 1809. (Ch. 28.) 
>f this, 1,800 killogrammes of gold from the United States. 
*> J cicr, Geschichte des deutschen Handels, 2d ed., II, 616 ff, 673 ff. But 
tiwu mines, in the Tyrol, are said to have produced, until 1523, 
n ks annually; the Freiberg silver mine, from 1542 to 1616, i6«ooo 
umually. Compare von Langen^ Kurftirst Moritz, II, 56. 
Russian gold ores, quite insignificant before the year 1814, have 
' great progress since 184a Their aggregate yield, between 1814 
not taking into account the amount embezzled, amounted to 37,000 
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mines since 1835," and Pattinson's discovery, by means of 
which the poorest lead ores containing silver may be refined, 
are here of great importance." Shortly before 1848, it was 
estimated that all the mines of the old world produced annu- 
ally about 274,000 kilogrammes of silver, and 56,000 kilo- 
grammes of gold, with an aggregate value of over 69,000,000 
thalers.^ " 

SECTION CXXXVII. 

REVOLUTION IN PRICES AT THE BEGINNING OF MODERN 

HISTORY. 

The mere discovery of new and richer mines need not, of 
itself, lower the price of the precious metals. Their price de- 
pends on their cost of production; and it may be very much 
increased, even under the most favorable natural conditions, 
by the imskillfulness of labor, the deamess of the means of 

puds^ the fud being equal to 16.3 kilogrammes. The best year, 1847, gave 
a yield of 1,757 /«<i!»/ 1852-1861, an average of 1,556 /«d>/ 1861 alone, 1,442 
puds^ of which 1,041 came from the private Siberian gold-sand washing^. 
(WaUker^ in Faucher*8 Vierleljahrsschrift, 1869, II, 115.) 

"Spanish silver production yielded, in 1845, over 184,000 marks; in 1850, 
over 291,00a (Willkomm^ Halbinsel der Pyranäen, 1855, 537.) 

*♦ Annales des Mines, X, 831 ff, 

"Of this amount, there came to Europe, not including Russia, 150,000 
kilogrammes of silver, 2,650 kilogrammes of gold; to Russia, 24,000 kilo- 
grammes of silver and 30,000 kilogrammes of gold (embracing the quantities 
probably withdrawn without the knowledge of the custom's authorities) ; to 
the rest of Asia, 100,000 kil. of gold ; to Africa, 4,00a (M. Chevalier.) 

*• According to Humbddfs assumption before the time of Columbus, Eu- 
rope had a circulation of 170,000,000 piasters; about 1600, of 600,000,000; 
about 1700, of 1,400,000,000; in 1809, of about 1,824,060,000. Up to 1803, 
there was produced in America, 9,915,000 marks (Spanish) of gold, and 
512,700,000 of silver. (N. E., 245.) Gallaiin estimates that, before Columbus, 
there were 1,600,000,000 francs; in 1830, in Europe and America, from 
22,000,000,000 to 27,000,000,000 francs. (Considerations on the Currency and 
Banking System of the United States, 1831.) According to M. Chevalier ^ 
1850, all the silver which America produced had a volume of only 11,657 
cubic meters ; and all the gold of only 151 cubic meters. The latter, there- 
fore, would not even fill the half of a French gentleman's salon. 
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subsistence, of machinery and of auxiliary substances, by inse- 
curity to property or to the person; by war, oppressive taxes* 
etc. The new mines can produce a decline in the price of the 
precious metals only to the extent that, for the same amount 
of capital and labor expended, they, spite of all such deduc- 
tions, produce a greater result. *^ 

I opine that the price of metallic money, since the discover}' 
of America, has diminished until the present time in the ratio 
of from three to four to one. ' The prices of wheat in France, 

' All the more in favor with governments because they affect principallv 
foreign consumers. Thus, the Spanish government at first imposed a tax of 
50 per cent, of the gross yield of the raw material, on the purchaser of sil- 
ver; since 1503, under Orando, of 33)^ per cent,; and later .\et, of 20 per 
cent. This last tix was therefore in full force under Cortes. This tax was 
reduced in Mexico, in 1725, and in Peru in 1736, to 10 per cent, and later, in 
the case of gold, to 3 per cent. Heavy taxation of Russian gold ore (35 per 
cent, of the raw material), by virtue of the ukase of April 14, 1S49. Compare 
Af. Chevalier y 111, 274. 

• CatUiUon^ Nature du Commerce, 215, 236, shows very clearly how the in- 
crease of the price of commodities was produced, in the first instance, by the 
increased consumption of the possessors of gold, and how it, therefore, first 
affected those commodities which the^' especially desired. 

* This is the opinion of Adam Smith. Similarly of David Hume^ On Moncv. 
According to Letronne^ Considerations sur I'Evaluation des Monnaies Grec- 
ques et romaincs, 119, and Bockky Staatshaushalt, I, 88, the average value of 
wheat in relation to silver was, in Athens, 400 B. C, as i : 3146; in Rome, 50 
B. C-, as 1 : 26S1 ; in France, shortly before 1520 after Christ, as i : 4320; in 
the nineteenth century it is as 1 : 105a Th. Smith, De Republ. Anglorum, 
I, assumes that the price of silver, from the age of chivalry to 1625, decreased 
in the ratio of 120: 40. The Spaniard, Moncado (1619), says as 6: i. ( yacob, 
ch. 19.) yacadj himself, in comparison with his own time, as 7: i (ch. 15.) 
Much more moderate is Newmarck in Tookc*s History of Prices, VI, 345 ff., 
who assumes an increase in the prices of commodities of about 200 per cent. 
The estimated value of tithe-wine (Zehntwcin) about doubled in lower Aus- 
tria, during the sixteenth century. (Oberleitncr^ Finanzlage N. Oesterreichs 
im 16 Jahrhundert, 36.) According to the important researches of Afantellier, 
M^moires de laSoci^t^ Arch^ologique de 1' Orleanais, vol. 1, 103 ff.; extract of 
Lespeyres in Hiided rand's J ahrh.^ 1865, 1, i, the purchasing power of silver as 
compared with the average value of twenty-seven commodities, assuming' it 
to l\ave been i from 1750 to 1850, was, from 1350 to 1450, 2.9; from 1450 to 
1550, 2.8; from 1550 to 1650, 1.5 ; from 1650 to 1750, 2.1. According to /?c»^*ts, 
the prices of corn in relation to silver were from 1596 to 1636, at most 2.} 
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from i8cx3 to 1850, were about seven times as great as in the 
second half of the fifteenth century; and in England about six 
times as great. But, it is not to be overlooked here, how 
wheat may have grown dearer in itself (an sich) and how gold 
declined considerably less than silver. True, this decline of 
the precious metals was not an entirely steady one. We meet 
at the beginning of the modern era wdth a real revolution in 
prices. The prices of rye, in lower Saxony, from 1525 to 
1550, were twice as high as from 1475 to 1500. According 
to Garnier, the French prices of wheat, from 1450 to 1500, 
were, on an average, 4.08 francs of the present time per setter; 
from 1 501 to 1520, 5 francs; from 1522 to 1540, 11.26 francs; 
from 1541 to 1560, 11.69 francs; from 1561 to 1580, 21.33 
francs; from 1581 to 1600, 32.51 francs; during the first half 
of the seventeenth century, 22.77 fr«^ncs; in the second half, 
26.83 francs; from 1701 to 1750, 19.64 francs. Similarly in 
England, where wheat cost, from 1560 to 1600, 2.64 times as 
much as from 1450 to 1500.* 

times as high as from 1260 to 1400; from 1637 to 1700, 2.6 times; from 1701 to 
1764, 2.1 times; from 1726 to 1820, 3.2 times. (Rogers^ I, iSo.) 

* In Germany, the rise in prices was first observed in the price of foreign 
groceries, which partly rose 400 per cent. Popular opinion looked for the 
cause in the evil disp>osition of the large commercial houses. In order to 
facilitate the competition of the smaller houses with the larger, the Reichstag, 
in 1522, prohibited all companies with a capital of more than 50,000 florins; 
and, in 1524, the royal treasury wished to bring suit against the violators of 
this law. But the cities contrived to avert the blow. (L. Ranhe^ Geschichte 
der Reformation, II, 42 ff., 134 ff.) In Spain, the government, especially be- 
tween 1550 and 1560, endeavored to oppose the growing dcarncss of goods 
of all kinds, by prohibiting the exportation of the most important commodi- 
ties, and by putting obstacles in the way of retail trade. The lower classes 
in England ascribed the rise to the suppression of the monasteries (Pcrcy^ 
Reliques of ancient Poetry, II, 296), while Henry VIII. endeavored to im- 
prove the condition of things by laws against luxury, the governmental 
establishment of fixed prices, the expulsion of foreign merchants etc. (21 
Henry VIII.) The first writer who seems to have clcarlv seen the true 
cause of the changes in price was Bodinus^ Response aux Paradoxes de Mr. 
de Malestroit touchant I'Enchdrissement de toutes Choses et des Monnaies 
(1568). This work was translated into Latin by H, Conring^ 1671; and done 
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Now, the increased production of the mines cannot be the 
only cause of this great perturbation in prices. It commenced, 
in most countries, at a time when the supplies from America 
were still too small to account for such an effect. One of the 
chief causes of the phenomenon was, that precisely at this pe- 
riod, there was in so many natkxis a t raiiaiti oi i from a slnggish 
circulation of money, made still mor£ sluggish by the cosCom 
which everywhere prevailed of hoarding treasure, to a rapid 
circulation, which was made still more rapid by the use of all 
kinds of substitutes for money. (§ 123).* In the earliest ripe 
fruit of European civilization (Italy), this transition had long 
been accomplished; and, on that accoimt, the value in ex- 
change of the precious metals was there, for a long time pre- 
vious, comparatively low.* 

From the second third of the seventeenth century, the value 
of the medium of circulation seems, on the whole, to have re- 
mained stationary.'' Tooke seeks to demonstrate the steady 

over in the work: Discours sur les Causes de Textröme Chert^ qui est 
aujourd'hui en France (1574). Next, we have the English author W.S^ 
A Compendious or briefe Examination of certayne ordinary Complaints of 
divers of our Countrymen of these our Days, London, 1581. In Be/aid's 
VitiE et Mortis Consideratio p>oIitica, 1623, 13 f , we have a right explanation 
of the carinas sine inopia which is to be considered as the common property 
of his time. 

* Similarly J^uesnay^ 77, Daire. Sir y. Stewart, Principes, ch. 3. Kraus, 
Vermischte Schriften, II, 131 ff. Hermann, Staatsw. Unters., 127. Helferich, 
Von den periodischen Schwankungen im Werth der edlen Metalle, 1843, 
70 f. 

• According to Cibrario, a hectolitre of wheat was worth, in Turin, from 
1289 to 1379, on an average, 905 gr. of fine silver; that is, about three times 
as much as in Paris before the discovery of America, and as much as in 
Paris from 1546 to 1556. In Turin, from 1825 to 1835, it was worth about 
1702 gr. In the fifteenth century even, the foreign embassadors complain of 
the enormous cost of living there. So, for instance, Raumer* s histor. Tasch- 
enbuch, 1833, 162. Compare also, Carli, Del Valore della Proporzione del 
Metalli monetati con i Generi in Italia prima delle Scoperte dell* Indie, 
1760, in which he, indeed, exaggerates the matter, and seeks to prove his 
views by the coarsest sophistry. 

^The chief result of HelfericKs excellent researches. (Hdferick, loc.cit.) 
The general opinion, indeed, is that this statu quo of the value of the pre- 
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decline of the value of money until late in the eighteenth cent- 
ury, from the fact that the wages of labor increased during 
that time ; but I should rather connect the latter phenomenon 
with the simultaneous elevation of the classes engaged in 
manual labor. And so Adam Smith infers a rise in the price 
of money after the beginning of the eighteenth centurj", from 
the prices of wheat ;^ but it would be better to consider the 
cause of this to be the unusually long series of good crops.* 
An equally unusually long series of bad harvest«, during the 
second half of the century, accounts satisfactorily for the sim- 
ultaneous rise of the medium prices of com. The great war 
which lasted from 1793 to 181 5, too, according to a very 
prevalent opinion, must have caused the value of money to 
decline ; a fact which is generally accredited to the increase 
of paper money in so many states. 

Every great war may very easily have for effect to slacken 
the speed of the circulation of money, to promote the hoard- 
ing and even the burial of treasure for a rainy day, and to par- 
alyze credit and its power to supply the place of money. 
Hence, it seems preferable to seek for the cause of the vari- 
ations in price, during the great war, in the commodities them- 
selves whose price was affected; since their production must 

cious metals was interrupted about the middle of the eighteenth century by 
another decline, and that the latter yielded to a subsequent rise in 1815 and 
afterwards. Thus David Hume^ History of England, ch. 44, App. 31, ch. 49, 
App. A. Youngs Political Arithmetics, ch. 6. More recently, RaUy Lehr- 
buch, I, § 176. M. Chevalter^ Cours, III, 320 ff. One of the principal advo- 
cates of the opinion that every increase made in the medium of circulation 
produces a corresponding depreciation is Ncbcnius^ Deutsche Vierteljahrs- 
schrift (1841). In England a quarter of wheat was worth, on an average, 
38s. |d., from 1595 to 1685. On a similar stability of corn prices in Belgium, 
see Schwerzy Belgische Landwirthschaft, III, 37. According to Suckburg 
(1. c), the value in exchange of money from 1640 to 1700 declined 32 J per 
cent.; from 1700 to 1760, 43 per cent.; from 1760 to 1806, 84 per cent. 

*From 1Ö37 to 1700 the price of corn in England averaged 51 shillings; 
from 1 701 to 1764 only 40^ shillings. 

• Thus, the deamess of wheat in Germany, during the first thirty years 
after the Thirty Years' War was caused, in large part, by the depopulation 
produced by the War. 
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have been enormously disturbed. It rendered the brawniest 
men and the most powerful horses unproductive, and even 
employed them as agents of destruction. It interrupted trade 
in a thousand ways, or drove it into unnatural channels, and 
turned the intellectual interests of nations into every direction 
save that of economic industry. To this must be added the 
absence of security everywhere.*® 

The cessation of these restrictions upon production, in con- 
sequence of the restoration of peace throughout the world and 
the great progress afterwards made in almost all branches of 
industry, explain why, from 1818 to 1848, the precious metals 
have apparently stood higher than during the period immedi- 
ately preceding." *^ 



SECTION CXXXVIII. 

REVOLUTION IN PRICES. — INFLUENCE OF THE NON-MON- 
ETARY USE OF GOLD AND SILVER. 

To understand why so great an increase in the production 
of the precious metals produced so small a decline of their 
value in exchange, we must turn our attention to the other 
and further uses of gold and silver. The amount devoted to 
these uses can never be verj'^ accurately determined, since 



'<> In Germany, also, the cause of the enhanced clearness of so many goods 
during the Thirty Years' War is to be sought for in the goods themselves. 

" Since 1815, most Birmingham and Sheffield wares have fallen from 50 to 
70 or 80 per cent, in price — at least from 20 to 30. ( McCullock^ Statist, Account, 
I, 705.) The Quarterly Review, May, 1830, speaks even of an average de- 
cline of prices of English commodities in general, of 50 per cent. 

'« Excellently carried out in Tooke, History of Prices, III, 1S38. That the 
world's market is not so very readily affected by an increase of the medium 
of circulation, is established by this fact, among others, that the immense ex- 
portation of French metallic money in consequence of the issue of paper 
money between 1716 and 1730, and again in 1790 and the following years, is 
coincident with very low prices of wheat in the neighboring countries. (Hei- 
ferich, loc. cit.. 139, 190 ff.) And yet, in the former case, the amount was 
400,cxx),<x)o francs, and in the latter, at least i,ooo,cxx>. 
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governmental stamping of every new gold or silver article 
would afford no evidence as to the number of such articles 
manufactured out of old articles etc. ^ Certain it is, however, 
that the aggregate amount of gold and silver thus employed, 
increases with the increase of luxury and wealth among mod- 
em nations, and that a quantity of the precious metals thus 
used, especially when used for purposes of gilding for instance, 
is irrestorably lost. * In addition to this, there is the wear and 

* Jacob estimates this part at only 2^ per cent., McCulloch^ at 20, Lirwe at 
25, Necker and Hclferich at 50, Humboldt at 66% of the whole quantity 
worked. It certainly is, in our day, on account of the ever growing aggre- 
gate supply, greater than hitherto; but it is very different in different coun- 
tries. NebeniuSy Deutsche Vierteljahrsschrif^ 185 1, 56 seq., estimates the 
aggregate consumption of new gold and silver for industrial purposes at 14^ 
piasters yearly, and in addition to this seven millions of old gold and silver 
(Bruchgold und Brucksilber). The annual wear and tear ol previously ex- 
isting articles of gold and silver, it is estimated, amounts to 4,420,000 piasters 
(t^v)' ^^ annual increase of their aggregate amounts in Europe to 6,000,000 
piasters (i^ per cent, corresponding to the increase of population), and 4,- 
200,000 (one-fith of the entire consumption), is employed, as he claims, in 
gilding, plating etc. The last item is probably much increased by galvanic 
silver-plating, the invention of photography etc. 

^ Jacob embraces in the amount of metal employed in industrial purposes, 
in the sixteenth and seventeenth centuries, \ of the amount which, after de- 
ducting the loss in Asiastic trade, was added to the gold and silver stores of 
Europe; i. e., in the seventeenth century, about 2,500,000 piasters yearly; in 
the eighteenth century, 5i (!); that is, annually, 15,000,000 piasters; in 1830, 
in England, £2457,221 ; in France, 120,000; Switzerland, 350,000; in the rest 
of Europe, 1,605490; in North America, about 300,000; altogether, £5,900,ooa 
Humboldfs estimate is 2 1,000,000 piasters; McCuUocJCs^ S^dp^o^ooo. Accord- 
ing to the records of the Paris Monnaie^ the amount of silver ware in France 
increased seven fold between 1709 and 1759. (Humboldt.) In England, be- 
tween 1807 and 1814, 8,290,000 ounces of silver were stamped for manufac- 
turing purposes; from 1830 to 1837, only 7,387,000; in 1851, 924,000. Mc- 
CuUoch estimates the annual consumption of silver, in Birmingham alone, 
for plating purposes, at 150,000 ounces; in Sheffield, at 500,000; and the gold 
consumption in the pottery districts at £650 per week. Birmingham con- 
sumed (iSjTx) for gilding purposes, £1,000 gold yearly. (W/m/cIv.) It now 
employs weekly 3,000 ounces of gold and 6,000 ounces of silver in the man- 
ufacture of gold and silver ware, besides the quantity intended for gilding 
and silver-washing purposes. (Quart Rev., April, 1866, 381.) The jewelers 
of New York manufacture yearly 3,000,000 of dollars worth of gold and 
Vol. I. — 27 
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tear of coin in circulation, which is naturally greater in the c 
of large pieces than of small, and, therefore, in the case < 
silver than of gold. There is, further, the damage caused fa 
the loss of coin in conflagrations and shipwTecks, and i 
occasioned by buried and forgotten treasure. ' 

But, lastly, the principal cause consists in the powerful n 
crease of the demand for money, which, during the 1 
centuries, the great impulse given to the rapidity of circ 
tion, and the great increase in the substitutes for money, hat*" 
scarcely been able to outweigh. Besides the great growth 



ulver wore, mostljr new material. (EconomUt, April 16, 1S53.) There 
in Vienna, in 1781, only 167 workers in gold and idver; in 1S40, 1J9; m : 
539. iBaumgarlHirr, in Ihe Wiener Akademie, May 3, 1S5J.) Jartt 
moles tlic aggregate mass of gold and silver wore, in plate. iiiBtrutn«nU 
in Europe and America, to be 1% as great ns that of the ready money; 
in England alone to be twice as great (eh. 18); while TetigobtvM thi 
that at the beginning of Ihe nineteenth century, the cron eonalilutcd ^ 
the entire amount oS the precious metals. Sometimes a movenien 
opposite direction takes plivce, as, tor instance, in those revolutions ii 
the silver of the church was conli»CBted; in Ihc unfortunate wan of 
XtV-, etc. JVtdniHi. loc. cit, 17, mentions a South German sil»! 
who melted down in Ihc years succeeding iSo:, monailcnr ulvcr la 
amount of 11,000.000 gulden«. 

'On the wear and tear of coin, »ee § ijo, and //ermann, in the Arahir. 
politi»chen Oek., I, 1S41. Compare alio, -Fame, Concilia pro Aerario, 
163 ff. This wear and tear is so great thai M. Cirraiär suppo«e( thai 
nlone would suffice to reduce an amount of money under Coni 
Great of s,txa millions to 300 milliona, in Ihe time of Philip IV. (ub. IJ 
Cours. II, 333. How great a number of coins, especially of the unaller de- 
nominations, are entirely lost is et-ident from the fact, that at the time of the 
demonetization of the 15-SOU9 and 30-»ous pieces of 1791-91, amounting to 
35,000,000, only 16,000,000 were presented for redemption. Of the 
pieces stamped with an N. amounting to 3,386,931 francs, there 
3,000,000 left when they were withdrawn from circulation, and this all 
individuals had added to the coinage. (Af. Cluni^ier, III, 331.} The 
IMS caused on tliis score, M^CullocM estimates at i per cenL per atinum, 
Hrijerith, at % per cent The greater the aggregate stock of gold and rilrtr. 
the greater Ihe absolute amount of wear and tear. If, therefore, Iherc weit 
annually an equal indux of mineral products to the markets, the prcMui 
Ihis increase of supply from that cause alone would lake ttie shape of a 
verging series of prices. (Took», History of Prices, II, 151 ft) 
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of population and of wealth, at least in Europe and the new 
world, I need call attention only to the immense advance made 
in the division of labor, and to the transition from trade by 
barter to trade through the instrumentality of money. The 
entire war and merchant marine of England, about 1602, had, 
according to Anderson, a capacity of only 45,000 tons, — that 
is, not one-fifth of what the small city of Bremen has now ; a 
capacity which at the close of the year 1873 amounted to 
237,206 tons — while in 1872 its merchant marine alone had 
a capacity of 7,213,000 tons. The aggregate foreign trade 
of England, France, Russia and the United States, in 1750, 
amounted to about 260,000,000 thalers; in 1864, it was over 
5400,000,000, and between 187 1 and 1872, in one year, 
over 9,000,000,000 thalers. Nor should it be forgotten that 
Europe's trade with the East, since the beginning of the six- 
teenth century, increased immensely. This, at present, pro- 
duces uniformly a very "unfavorable balance" for Europe, 
which can be made up for only by very large shipments of 
silver to foreign parts.* If China and India were suddenly to 

♦The British East India Company exported gold and silver on an average 
per annum from : 

171 1 — 1720, ...... £434,000 

1721— 1730, ..---. 532,000 

173»— 1740» .----- 487,000 

1741— 1750, .----- 631,000 

1751— 1760, .----. 571,000 

1761 — 1770, ------ 152,000 

1771 — 1780, .-..-- 43,000 

1781— 1790, ------ 393»ooo 

1791 — 1800, ------ 352,000 

1801 — 1807, ------ 852,000 

Milburtty Oriental Commerce, 1813, 419. According to M. CketHtliery In- 
troduction aux Rapports de V Exposition de 1867, the trade of Europe and 
North America, with India, China, Japan and the Australian islands, 
amounted in 1800, to only 410 million francs, in 1866, to 4,024 million. Yet, 
for a time, the largely increased exportation of English manufactures to East 
India and of East Indian opium to China, had changed the relation so that 
the exportation of the precious metals from South Asia, by a great deal, more 
than counterbalanced the imports. On the other hand, between 1853 and 1856^ 
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draw on us for other commodities instead of gold and silver, 
the result would be a great revolution in prices in Europe. 



SECTION CXXXIX. 

HISTORY OF PRICES. — CALIFORNI AN AND AUSTRALIAN 

DISCOVERIES. 

Tengoborski is of opinion, that the flow of gold from Sibe- 
ria alone would have been absorbed by the ever-increasing 
want of civilized nations of money; but that the coincident dis- 
coveries in California and Australia, in September 1847, and 
February 1851, must sooner or later produce a revolution in 
prices. And, indeed, the fecundity of these countries is un- 
paralleled. North America, which in 1846 produced only 
3,600 pounds of gold, according to Soetbeer, produced in the 
years from 1849 to 1863, respectively, 1 18,000, 148,000, 178,000, 
195,000, 180,000, 165,000, 165,000, 165,000, 160,000, 145,000, 
125,000, 120,000, 115,000 and 110,000. Austria produced in 
the years from 1851 to 1863 respectively, 27,000, 196,000, 
250,000, 160,000, 170,000, 195,000, 180,000, 175,000, 160,000, 
150,000, 160,000, 160,000, 170,000, pounds of gold. 

From 1864 to 1867, the aggregate production of gold in the 
world was, according to the last mentioned authority, a yearly 
average of 188.4 niillions of thalers, and of silver, 94.8 millions. 
In Europe, Russia not included, the production was, in 1863, 

240,000,000 thalers were shipped to India and China from England and the 
Mediterranean harbors; in 1863 and 1S64, even as much as 300 millions, to 
be, for the most part, buried there. Moreover, the immense quantity of cash 
money — often as much as from 12 to 15 million in pounds sterling — in the 
state treasury, and silver ornaments (g§ 44, 123) customary in India, demand 
a considerable yearly supply to make up for wear. Newmarch speaks of 400 
million pounds sterling which can be maintained in its condition hitherto by 
a yearly increase of i per cent. (History of Prices, VI, 723.) From 1S65 to 
1869, English steamships carried gold and silver to the East in the following 
quantities, yearly : 93.9, 66.3, 24.6, 70.2 and 60.4 million thalers, in addition 
to which almost as much came directly from California. Statist Joum., 
1S71, 122 seq. 
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3,960 pounds of gold and 405,cxx) pounds of silver; in the 
Russian Empire, 46,500 pounds of gold and 40,000 of silver; in 
Mexico 1 2,000 pounds of gold and 1,250,000 pounds of silver; in 
South and Central America, 12,500 pounds of gold and 520,000 
pounds of silver; in Africa, India and Lesser Asia, 30,000 
pounds of gold and 40,000 pounds of silver — a total of 384,000 
poimds of gold, and 2,905,000 pounds of silver. F. X. Neu- 
mann ^ * estimates that the whole world produced, in the years 

* Tooke-Newmarck^ History of Prices, VI, 147 ff., estimates the aggregate 
stock of gold at the end of 1848 at £5,600,000; in 1856, at £172,000,000 more. 
According to Lavasseur^ the amount of silver in the East increased, bet^'cen 
1848 and 1857, from 22 to 24 milliards of francs ; and the amount of gold from 
9}i to 15/^ milliards. (Annuarie d'Economie politique, 1858, 632.) The 
total amount of gold and silver in the civilized world, Wolawski estimated at 
from 55 to 60 milliards of francs, in 1870. (L*Or et TArgent, EnquSte, i^) 
Compare Alason^ The Gold Regions of California from the Official Reports, 
1848. Tengoborski^ Sur les Gites auriferes de la Californie et de TAustralie, 
1853. Goldfield*8 Statistics issued from the Mining Department in Victoria, 
1862. W. R, Blake^ The Production of the precious Metals, or statist No- 
tice of the principal Gold and Silver producing Regions of the World (New 
York, 1869). 

* Soetbeer's Denkschrift betr. die deutsche Münzeinigung Mai, 1869, aud 
earlier yet, in Fauchet^ s Vierteljahrsschrift, 1865, II, According to AT. Che- 
valier^ all the mines of the world, a short time previous to 1865, produced 
284,000 kilogrammes of gold, and 190,000 kilogrammes of silver in a year: 
a total of 373,000 thalers (Journal des Economistes, June, 1866), while, in 
1848, the total amount of gold coinage in the world was estimated at 560,- 
000,000; Great Britain, France, North America and Sidney had, since that 
time and up to 1871, added to this £597,780,000. The additions have been 
made in decreasing quantities: thus, 1857-59, 37.2 millions annually ; 1869-71, 
16.99 millions annually. (Statist. Joum., 1872, 376 flf.) The estimates as to 
how much a gold-digger might make in a day have been variously estimated. 
Thus, Larki» estimates it from $25 to $50; Mason, at $10; Folson, at $25 to 
$40; Butler King, at $16, reckoning one ounce at $16. All these estimates 
seem to give an altogether too high average. In Australia, according to 
Khull, Colonial Review, June, 1853, a digger can produce only one ounce 
daily, or less than 4 thalers. According to W, Stamer^ Recollections of a 
Life of Adventure, II, 1866, a gold-washer in Victoria earned in 1858, on an 
average, £250 per year; in 1865, only £70; while day labor was worth 15 
shillings. Hence, great hopes have to be built on the lottery-nature of gold- 
washing. On the Rhine, a gold-washer is satisfied with ^ of a gramme ot 
gold, that is worth from 13 to 18 silver groschens. (Dauhrie, Compte« rendus 
de r Acadtoie des Sciences, XXII, 639.) It should be borne in mind, how- 
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1868-1870, annually, 192.8 million thalers of gold, and 94 mil- 
lion thalers of silver; and in 1873, of both metals, 291 milliun 
thalcTS. 

The question, whether in this second half of the ninett-enth 
centurj', we are to have a revolution in prices similar to that 
which took place in the sixteenth centurj- can be answered 
only hypothetically. The gold diggings now most productive 
will, probably, as we may judge from analogous cases in the 
past, be soon exliausted. ' But it is entirely possible that, Ux | 

ever, that the Khine-laniler devotes to gold-washing on!/ the IcUure ti 
which his avocation as a fiehcmian Icavus him, while the gold-wash« ii 
new world, as a rule, devotes his whole liine to it; and that hit labors art ia 
(eiTupted by the long rainy season, attacks of fever etc. To this ci 
added the great difference of the average prices of the means o( subsisteoetl 
and the difference of all social conditions. 

' Compare, for instance, on the earl^ productiveness of liie Bradlian goUl 
districts which soon ceased : Sfix mui Martius, Reise nach Brasilien, I, j(a £■ 
350. (nfn/oer. Travels in the Interior of Brazil, 1846. On HisponioU, «Mfl 
Btatoni, N. Mundo, I, 61, and Packd, Gesch. der Entdeckungen, 304, jj 
Hitherto, gold had been obtained bv the usual mining proces*. only ii 
ffw places. As a rule, it has been found in alluvial land not for frotn tl 
surface. Compare Anslcd, The Gold-Seekers' Manual, 1S49. These d 
cumstanccE have made the production of gold important from the first; I 
they sHll make it compacativelv easy, while it causes tittle demand for a 
but for great skill. As soon, therefore, as the greater part of the count 
washed for gold has been worked, which docs not require a long tin», d 
whole is abandoned, while in the production of silver the great amountfl 
capital fixed in pits, shafts, kilns etc. ties the parlies engaged in the ei 
to the spot, and ncccsiitatcs the continuation of the cnterprtse. I 
times, however. Australia and California have developed the mining and 
machine production of gold to a surprising extenL According to Laur, La 
Production des M^taui pr&ieui en Catifornie, 1861, 33, and tlie Jounuil de* 
Economistes, Nov. i36j, Californian gold-quartz produced, in i8ji, ni 
average, 635 francs per ton; in i860, onlj from 80 to S5 francs; but t 
gold-washing methods have become cheaper in the ntlio o( 1,500: 1 



r, the production of the precious metals 
According to the StalisL Journal, 1S66, 99, it amounted 
GWJ. 



now to be dcci 



1849-5'. 

iSs7— 59- 
1B60-63, 
1664-68, 



£13.9 million. Cis.j million. 
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a long series of years, other diggings will be found equally 
rich. It is almost certain that the restless activity of the Eng- 
lish and of North Americans will not cease until th;iy have 
exhausted the favors of nature. * Every improvement in agri- 
culture, in the means of communication, and in the public se- 
curity of the gold lands, makes the cost of production smaller. 
There are doubtless in other countries a great many placers 
which need only to be touched with the finger of European 
civilization to produce gold in abundance. * It would, indeed, 
be necessary that this same civilization should make these 
same countries better markets for the precious metals by in- 
creasing their demand. 

• 

The number of gold-diggere in Victoria steadily decreased from 125,764 in 
1857, to 63,053 in 1867. 

* One of the chief difficulties in the way of the production of gold is the 
loss by embezzlement, which is estimated at an average of 20 per cent- 
Small companies of men working on their own account would be less ex- 
posed to temptation, and the Anglo-Saxon races and the North Americans 
are very well adapted thereto. (M, Chevalier^ III, 261.) 

* Gold is in a certain sense one of the most widespread of metals, altliough 
it is found anywhere only in small quantities; so that on the Rhine, for in- 
stance, it takes from 17 to 22 millions of gold grains to make a kilogramme. 
An extraordinarily large number of places owe their civilization to gold- 
seekers. Compare Tacitus^ Agr., 12. I select the following *' finds " from 
Riiier's Erdkunde. The Shangallas (I, 249); still more the terrace of Faz- 
oglu itself (I, 253, compare Bruce^ Travels, V, 316, VI, 255, 342), in Monomo- 
tapa (I, 140); in Manica, west from Sofala (I, 145), especially since the sup- 
pression of the slave trade (1, 305, 471); in Mandigo land (I, 360, 372); on the 
road from Gambia to Timbuctoo (I, 457); on Lake Mangara (I, 493); between 
Timbuctoo and Finnin (I, 445); in Nubia (I, 667, seq.); unused silver and 
quicksilver mines on the lower Bagradas (I, 493) ; gold wealth at Malacca, 
aurea ckersonesus (V, 6 f, 27); Tonkin, Lao and Ava (III, 926, 1,216, IV, I, 
213); Assam (IV, 294); smaller Thibet (III, 657); Kashmere (III, 1,155); 0" 
upper Setledsch (III, 654 fT., 668); in the mountainous sources of the Indus 
(III, 508, 529, 593, 608); on the Cabool (VII, 23); in Peshaver (VII, 223); 
Badakschan (VII, 795); rich silver mines abandoned for want of wood near 
Herat (VIII, 243); in Armenia (X, 273). It is said that in southern China 
there are great treasures of the precious metals, the removal of which has 
been opposed thus far. (IV, 756.) Arabians richness in gold mines, spoken of 
by Diodor.^ II, 50, III, 45, and Agatkarck^ De Mare rubro, 60, is of doubtiul 
existence, as no traces of them are to be found in the country to-day. 
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So far as silver is concerned, there can be no question tliaj 
America possesses mines unlimited in extent, and, as yd 
almost untouched. " The time will come," says Duport,* 
century sooner or later, when the production of silver will 
have no other limits than those put to it by the continw 
decline in the price of silver." There seems, also, to be i 
lack of quicksilver, especially in California; and the cost c 
its production hitherto may be lessened very much by thefl 
liibor of better workmen, machines and means of transports- j 
tion,' All this supposes great progress of the mining countries 
in civilization in general; and yet, thus far, Mexico's republi- 
can independence etc., as compared with the later years of the 
Spanish colonial sj'Stem there, is a great retrogression. The 
conquest of Spanish America by the United States would 
give a vast impetus to economic improvement; and here. 

On Ihc other liand,on both shores of the Pacific Ocean, the portions of lb« 
earth richest in volcanoes seem to pofisess almost e verj- where qua» lilica of gold 
equal to those of Calirornia and Victoria. (Edinburgh Review, Jan.. 1863. 
83 IT.) What an amount of treasure can be obtained at times from old and 
long since forgotten "finds " is proved by the Altai (ttiat is gold iDOuntaio], 
which even the old Tschudi had rummaged (IC. Hitler^ 11); and when 
Herodotus' (III, 16) love of truth, bo frequently called in question, has re- 
cently been so brilliantly vindicated. Compare v. Uagern-Sletuberff, Getclk. 
des Goldes, tSjS- A. Erman, Ueber die geographische Verbreitung dci 
Goldes, 1S35. According to Martkisoit, Siberia, ch. 17, gold is to be found 
only " in crystalline and paleozoic rocks, or in the drift from these rack^ 
which isa tertiary accumulation of the pliocene age;" and that it ii found 1 
abundantly " in quartz.ore, vein-stones and traverse altered Silurian d 
chieSy lower Silurian, frequently near their junction with eruptive rocks.' 

• Compare Hnmboldl, N. Espagne, IV, 147 ff; SI. Clair Dufort, Essai 
la Production des Metaux pr&ieux en Mexique, 1343; M. Cievatür, Cour&f . 

in, 483 ff. 

'The costof a kitogrammc of silver, expressed in terms of silver itself, 
up to the moment that it is shipped, is estimated by Duport as follovrs: sail 
and magiitriü, (a grammes; quicksilver, ii] grammes; stamping j^ 171 
gramtnes; transformation of the ore, 71 grammes; rent and superintendence, 
3S1 duties etc^ 145; smelting, transportation and shipping, 35. There remains 
as profit for mining it, 336 grammes. As to how the production of Ameri- 
can silver increase* ind runs parallel with the cheapness of quicksilver, see 
HumMdl, N. Espagne, IV, 91 ff. 
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again, the increase of production would be attended by an in- 
creased demand. 

But especially must the demand for the precious metals, 
which naturally increases with the wealth, commerce and lux- 
ury of nations, constitute a decisive element in answering oiu* 
question. Nothing, for instance, were a reduction in prices 
impending, would promote it so much as a series of devastat- 
ing wars or revolutions in Europe. Moreover, it should not 
be forgotten, that the money market is now almost commen- 
surable with the world, and will soon embrace it within its 
limits; and that market embraces not only the precious metals 
but the numberless representatives of money and media of 
credit. The basin, therefore, to which the gold and silver 
streams of the world are tributary is immeasurably greater 
than it was in the sixteenth century ; its level cannot be changed 
as readily, and an equal addition made every year to its pre- 
vious contents can increase it only by a small amount.* Nor 
could a considerable decline of the value of the precious met- 
als be readily produced without making the circulation of 
money slower, and the employment of means of credit rela- 
tively less frequent, in consequence of which, the further de- 
cline would, to a certain extent, be arrested.' In the case of 
other commodities a decline of prices leads only probably to 
an absolutely greater demand; in the case of money, it leads 
to a demand necessarily greater. That the money market in 
our days can stand pretty rude shocks is evident from the 
fact, among others, that the price of gold is so high as com- 
pared with that of silver .^^ ^^ 

* Wolowski calculates that the absolutely much smaller yearly increment 
to the amount of the precious metals in the sixteenth century, frequently ^, 
now constitutes only ^ of the greater existing amount. (L'Or et TArgent 
Enquete, 50.) 

* In the United States the stock of cash money in 1S20 was estimated at 
5.x thalers per capita; in 1849, at 8.6 thalers; in 1854, on the other hand, at 
13 thalers. 

••The weight of the mass of gold introduced into Europe annually stood 
to that of silver in the ratio of i : 60-65, in the seventeenth century ; in the 
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SECTION CXL. 

REVOLUTION IN PRICES. — ITS INFLUENCE ON THE NA- 
TIONAL RESOURCES. 

• 

The ulterior consequences of such a revolution in prices 
would contribute to the real wealth of a people only in the 
sense that they would place such a people in a way, with less 
sacrifice, to employ the precious metals on a large scale in min- 

first halt of the eighteenth century, in that of i :3o; in the second half, in 
that of 1 : 40; and yet the variations in price were not in the least parallel. 
According to Sattbeer (Beiträge und Materialien zur Beurtheilung von Geld 
und Bankfragen, 1855, 102 seq.), the average silver-course (silbercurs) of gold 
had, 1852-54, sunk only 2.05 per cent, as compared with that of i8oo-4a 
And yet the value of the annual production of gold stood to the annual pro- 
duction of silver, in the beginning of the nineteenth century, as 29 to 71; in 
1846, as 47 to 53; in 1848-56, as 3 to x. 

" While the public, even since 1850, think they have noticed a depreciation 
in the value of money, there are a great many learned political economists 
who are by no means prepared to grant it The principal advocates of this 
opinion are Tooke^ and Newntarch^ in vol. VI. of the History of Prices {1857). 
Also Lavergne^ in the Journal des Economistes. And really the enhanced 
dearness of many kinds of goods up to 1857, might have been accounted for 
by causes affecting the goods themselves: diminished supply by reason of 
bad harvests, commercial gluts etc.; increased demand by capitalization on a 
gigantic scale, speculation, but especially by the elevation of the lower 
classes etc. 

The London wholesale prices were on the ist day of January, 1869, near- 
ly all lower by 10 per cent, than on the ist day of July, 1857. Only in- 
digo, cotton and meat had risen. (HildebrancTs Jahrb., 1870, I, 32S.) In 
many instances the enhanced dearness is entirely local, by reason of the 
greater facilities for transportation in places where prices were already high- 
er. Bnt as new truths are very easily exaggerated by their discoverers, 
much of Tooke's view concerning these events depends upon a polemic car- 
ried too far against the theory of the balance of trade which was customarv 
in the so-called currency school. Compare, in opposition to Tooke, Lazxts- 
scur^ in the Journal des Economistes, March, 1838, and M. Ckerxdicr^ La 
Baisse probable de TOr, 1858. L<tvasseur^ from the difference between the 
official and real custom-house prices in France, calculates that raw materials 
in 1S56 were on the average 63 per cent., and in 1858, 20 p>er cent higher than 
in 1826; and that manufactured articles were in 1856, just as high, and in 
1858, 6 per cent lower than in 1856. An average made of all commodities 
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istering to the luxuries of life. This small advantage itself 
would be counterbalanced by the depreciation of the metallic 
stock, and especially by the necessity of henceforth devoting 
a larger quantity of gold and silver to the purposes of circula- 
tion.^ But such a revolution would produce a sudden reverse 
in the distribution of a nation's wealth among its constituent 
members. All those who, by virtue of contracts antecedently 
made, have payments to effect, are benefited to the extent of 
the diflerence between the old and the actual price, while those 
who are to receive such payments lose to the same extent.^ 
Therefore, those engaged in industrial enterprises improve 
their condition, because they immediately increase* the prices 

showed, in 1S56, an enhancement of 30 per cent, and in 1858 of 9 per cent. 
(HildedraniTs Jahrb., 1864, II, 118.) 

In the Hamburg market in 1847-65, 87 articles declined in price, 183 rose 
in price, and 24 remained about stationary. (Amtl. Statistik von 1887, 18 fT.; 
ycvons assumes a general rise in the price of commodities between 1849 and 
1869 of about x8 percent (Economist, May 8, 1869.) He makes this esti- 
mate from the average March prices of 50 of the principal articles. Assum- 
ing the average March price of 1849= 100, we have, according to him, for 
the following years, respectively: 101, 103, loi, 116, 130, 125, 129, 132, iiS, 
120, 124, 123, 124, 123, 122, 121, 12S, 118, 120, 119. Previous years showed: 
1789=133; 1799=:202; 1809=245; 1819=175; 1829=124; 1829=144. 
(Compare supra, § 129, note 1.) The budget of a Swiss teacher's family con- 
sisting of five persons has become dearer since 1840 ff., their consumption 
remaining the same and of only the simplest articles, by 72.5 p>er cent. (Boh- 
mert,-<\Tbeiterervhältnisse etc., I, 302 ff., 355.) That, however, the deprecia- 
tion is under-estimated most precisely in England and over-estimated in Ger- 
many, Knies very well accounts for by the price- leveling effects of the more 
modern means of communication. (Tübinger Zeitschr., 185S, 280 ff.) 

> Compare Leibnitz, on the consequences which would follow the realization 
of the dreams of the alchemists. It would be a great misfortune, since then a 
pocket would no longer suffice for the transportation of money, and people 
would have to use wheel-barrows as they do now in Sweden. (Opera ed. 
Dutens, V, 199, 401.) 

* Bcccaria considers it equitable that the debtor should always pay the origi- 
nal value of the metal. (E. P., IV, 2, 17.) Galiani.on the other hand, would 
not permit individuals, even when the state arbitrarily causes a diminution 
in the real value of money to maintain the real value of the coinage in their 
contracts. (Delia Moneta, V, 3.) 

•It is precisely this class which first comes to an understanding of the ce- 
sential nature of the change effected. 
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of their own productions; and, for a time at least, continue tbe 
use of capital borrowed from others, of land leased or rented 
etc. at the old prices.' 

Besides, at the beginning, and before a corresponding de- 
preciation of its value has taken place, an increase of money 
produces as a rule a low rate of interest (§ 185), and an itch to 
buy on the part of the public. All this may serve as a pow- 
erful stimulant to production on a large scale.' Those raost 
certain to sutler loss are officials ' with a fixed salary, and 
called annuitants, creditors of the nation and of individual 
Even bankers, too, have no means to fix the value of their w 
which they see disappearing, so to speak under their ey» 
Of land owners, those wIjo are in debt gain, that b especially 
the poorer, and the more speculative among them.* On the 

*Thus the English leetees, who in the sixteenth century had leases Ibf 
a long term of years, »aw themäelvcs rise in the social scale in consequence 
of the revolutions in price — a fact of importance in the polidcal Btrugglei 
of the «cventeenth century. Coinpare Sir F. M. Eden, State of the Poori J 
I, 119 flf. 

> Too much stress is laid upon this by Tookg'Xewtiuirck, who, on that M 
count, considers almost every increase of tlic precious mcUls a« 1 
As a matter of fact, the population of Australia, of the United Kingd 
and of the United States, increased, between 1S4S and 1S71, 44.5 per c 
the production of coal and of railroads in England, between iSj6 and iS^ff 
by about 60.6 per cenL; the Englisli production of woolen goods, linen and 
cotton and yarn, between 1848 and 1870, by from no to 335 pe* cent 
(Statist. Journal. 1871, 376 If.) 

* Linker's coin plaint concerning the poor condition of the clergy. 
Sc»mollrr, in Uic Tübinger Ztschr^ iS6a This very clearly shows bow d 
surer for the crown domains arc than a civil list, and donations of land It 
church than payments in money. Law of Eliiabelh, 18 Elii, tbiit, 11 
case of university property, Jj of the lease rent *hould be paid in metal ai 
yi in corn. In Adam Smith's time, this latter third was worth as much aj 
as the other two. (I, ch. 5.) 

' In the sixteenth century, this class was of email importance i 
tries; in our times, their ruin would cause general disturbance. Tbe w 
class of capitalists would, indeed, find means to exchange their credits fe 
more certain values, or make it a condition that they should receive in ll 

•Thus, for instance, the ion of a deceased land owner who retains the 
lands as lus own ucquiu himself towards hit brothers who have entered Ih« 
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Other hand, owners of large estates who have alienated their 
tithe-rights, or right to vassal-service etc. for capital, or for 
fixed sums to be paid at regular intervals, that is, in a great 
many places the great mass of the nobility, undergo a not 
insignificant social fall. 

The condition of those who earned a living by manual labor 
no doubt deteriorated in the sixteenth century, as may be in- 
ferred from the extraordinary activity of public charity in 
that period. 

Between 1500 and 1550, silver purchased, in Orleans, from 
4.1 to 4.5 times as much common labor as it does now, while 
silver, as compared with the average price of twenty-seven 
commodities, has grown cheaper in the ratio of only from 2.6 
to 2.7:1. (Matitcllier,) It was impossible for this class to 
raise the price of their wares as rapidly as that of the medium 
of circulation declined, because they could not wait, nor hold 
back their commodity even for a moment. (§i64.)* This 
would, indeed, be very different in our day. Wages, because 
of the facilities, both physical and moral, which have every- 
where been placed in the way of emigration, were necessarily 
one of these articles which rose soonest in price, as compared 
with money .^® Lastly, the state itself profits by the diminished 

military or civil service of their country by paying them a certain sum peri- 
odically. If a revolntion were really impending, the owners of land would 
Boon emulate one another to improve their estates by borrowing capital, if 
for no other reason, to turn the depreciation of the medium of circulation to 
their own advantge. In the sixteenth century, the indebtedness of land 
owners was relatively unimportant 

• It appears from Roger's Tables, Statist. Journal, 1861, 551 if, that, between 
1583 and 1620, a time during which the population of England increased 
neither in wealth nor in numbers, there was a considerable increase in the 
price of nearly all English commodities. Thus, for instance, wheat mtis, 
from 1591 to 1600, 468 per cent, and from 161 1 to 1620, even 495 per cent 
higher than from 1530 to 1533. The Saxon laborer earned, in 1599, in corn, 
only half as much as in 1455. (Tübinger Ztschr., 1S71, 354.) 

** When labor is indispensable to employers, it may happen that a small 
decline in the supply may largely raise the price. Wages, in almost all 
branches of labor, rose between 1851 and 1856, by about from 15 to 20 per 
cent 



430 CIRCULATION OF GOODS. [B. II, Cii. [ifl 

thing-value, that is, real value of its public debt;" but it li 
at the same time, on all taxes, duties etc., which ai 
mated at a certain percentage of the value of the artii 
taxed." As a rule, therefore, it would need to impose n< 
taxes. Now, the parliamentary right to impose laxes, hi 
ever extensive it may juridically be, is, ordinarily, of 
importance in practice only when there is question of incre; 
ing the existing burthen. Hence, this right, wherever it 
ists, is brought into the utmost activity by a revolutioa 
prices." '* 

However, the new additions of gold and silver to the already 
existing supply may not immediately produce a correspond-, 
ing depredation of the value of the precious metals. If t! 
first recei\'ers of the additional supply of money exchange 
rapidly for other goods, it will probably bring them the formi 
value in exchange of the metal. Not until it has passed ii 
a third or fourth person's hands is the depreciation apt to 
perceptible. It is, therefore, in this case, a great advantage to 
be the first hand. The world-threatening power of Spain, in 
the seventeenth century, was very essentially promoted by the 
American gold and silver mines;** nor is it a matter o£ less 

" This, also, was of little «ignilicancc in the Etiteenth century, but bow 
hnportant now! 

" Income taxes, od valorem dutie* and tithe» rise and fall in thör nominal 
amount as the price of the medium of circulabon falls and rites. 

"Thus, for instance, the victory of the English Parliament o 
limited power of the crown, in the first half of the seventeenth centurj.wttJ 
very much promoted by the fact that the crown, in spite of all its cconomyiV 
was always in Bnancial etraita in consequence of the depreciation of monejTiT 
(Power of the purse, power of the sword I) However, any force kept si 
ily in action is a two-edged sword. While under favorable circutnttances, tf 
may be thereby developed, under unfavorable circumstances it may 1 
thereby exhausted. How great a number of representative asscmblie«,ilurinffl 
the revolutions in prices in the sixteenth and seventeenth ccnturiea, a1 
Iheir energies to grow dormant '. 

'* Most of the above points are very well discussed in the work W.S^siteä I 
above, g 137. 

"As no one then doubted: Compare W, Jtalrig-i, The Discovery of 1 
Guiana, Fref. I refer to Philip of Macedon. 
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significance to-day, that the great mineral wealth of the world 
belongs to Siberia, California and Australia; that is, especially 
to Russia and to countries colonized by Great Britain. Fur- 
ther, as to the classes into which a nation is divided, it was 
only the crown, the Church and a compartively small number 
of officials, soldiers and officers who controlled Spanish Amer- 
ica;^* and who can tell how the absolute monarchy of Spain 
was strengthened by this fact? In the seventeenth century, 
on the other hand, it is principally manufacturers and mer- 
chants, and more especially yet, workmen, who reap the im- 
mediate advantages of new discoveries of gold. 



SECTION CXLL 

EFFECT OF AN ENHANCEMENT OF THE PRICE OF THE 

PRECIOUS METALS. 

A great enhancement of the precious metals would naturally 
and necessarily produce a revolution in prices in a direction * 
opposite to the one just described, and one which would be 
much more injurious to a nation's economy. Such a revolu- 
tion would weigh most heavily on the most sensitive, and the 
momentarily most productive classes of the people, inasmuch 
as the price of the ready product as compared with advances 
made for the purposes of production would be a declining one; 
and it would benefit those classes who live in leisure on the 
fruits of previous labor. There would, at the same time, be 
a perceptible growth of consumption in certain departments, 
useful, no doubt, in themselves, but apt to degenerate into ex- 
cess, and which are, therefore, most easily cared for. (§212, seq.) 

>* Compare Rosckcr^ Kolonien, Kolonial]X>litik und Auswanderung, 1856, 
145 ff. 

* Something similar might have been observed in England in 1S19 etc., at 
the restoration of a depreciated paper currency. Among nations in a com- 
paratively low stage of civilization, a variation in the medium of circulation 
is of less importance than among more highly civilized nations, because 
trade in money, and still more, credit, are relatively speaking undeveloped. 
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To this extent, the gold discoveries of the nineteenth centur}', 
without which an enhancement of the price of money would 
undoubtedly have taken place, have warded off a great eco- 
nomic malady from the nations. Moreover, this inverted rev- 
olution in prices may be moderated by governmental measures, 
such as a diminution of taxes, emissions of paper money etc' 

SECTION CXLIL 

THE PRICE OF GOLD AS COMPARED WITH THAT OF SIL- 
VER. 

The price of gold as compared with that of silver does not, 
by any means, depend entirely on the ratio of the quantities of 
the two to each other. Rather is it, in the long run, deter- 
mined by the average cost of production necessary at those 
gold and silver mines which exist under the most disadvanta- 
geous conditions, but which it is still necessary to work in 
order to satisfy the aggregate requirement of these metals. 
On the whole, with an advance of economic civilization, the 
deamess of gold as compared with that of silver has been en- 
hanced. The former, in the middle ages, was worth from 
ten to twelve times as much as the latter,^ while now it is 

' Faivcctt greatly exaggerates when he says that with an increase of popu- 
lation and wealth, an increase of money is as much a want as hunger. (Man- 
ual, 370.) 

> GaUam\ Delia Moneta, III, i. At the time of the Lex Salica, 10: i. 
After the Edictum Pistense of Charles IL, ch. 24 ('/*<?r/z, Mon. Germ., Ill, 
488), 12: 1. At the time of the Sachsenspiegel (III, 45), again, 10: i. Under 
Saint Louis, King of France, 12.5: i. (Leblanc^ Traitd historique des Mon- 
naies do la France, ch. i, 2.) In Poland, 1356, 12: i. (Muratori^ Disscrtt 
Medii Aevi, II, 28.) In England, 1262,9.6; 1272 = 12.5; 1345=13.7:1. 
(Rogers, i, 593 if.) Under Henry VI., and in 1494=12:1. (Anderson^ 
Origin of Commerce, a. 1422, 1494.) In Denmark, under the former Kings 
of the Union = 8: I. (^Z^r/A/wrtw/i, Dänische Gcschischte, III, 52.) And so 
throughout almost the whole of Scandinavia's medieval period, as for instance 
in the Graugans. (Wilda, Gesch. des deutschen Strafrechts, I, 329.) In 
Italy, 1579= 12: 1. (Scaruß, Sopra le Moneta, 1582.) In Holland, 1589 = 
1 1.6: I. Bodinus^ Dc Republ., 1584, II, 3, maintains X2:i as the general 
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worth from fifteen to almost sixteen times as much.* In the 
same period of time, also, gold in highly civilized countries 
is wont to be comparatively dearer.^ 

These facts are explained as well by the demand as by the 
supply. As the production of gold requires so little skill or 
capital, and that of silver so much of both, the former may be 
considered a natural product to a greater extent than the latter, 
and therefore, the rule laid down in § 130 is applicable to it. 
(Senior.) Besides, in the higher Ptages of civilization, espe- 
cially when the precious metals are cheap, larger payments 
are usual, to the making of which, gold is certainly best 
adapted; just as in every day trade merchants are wont to 
accept a gold piece in payment, even at something of a premi- 
um, while the peasantry hesitate to do so.* 

ratio; but the Apostolic Chamber adopted the ratio of 12.8: i. In Germany, 
according to the instances cited by A. Riese, 1522= 10: i. The monetir/ 
laws of Germany give it in i524=ii>i:i, in 1551 = 11:1, 1559=11^:1; 
Budeli'us, De Monetis, 1591 = 11)^:1. At the beginning of the seventeenth 
century the relation in Spain was = 13.3 ; in Germany = 12.16; in Flanders = 
13.22; in England =: 13.5: 1. (Forbannais, Finances de la France, I, 52.) 
About 1641, in Flanders, it was 12.5; in France, 13.5; in Spain, 14.1. Imme- 
diately after Colbert's death it was, in Genoa, 15.03; in Milan = 14.75 : i. 
(Mantanari, Delia Moneta, 80.) While in the seventeenth century gold rose, 
it sank in the eighteenth, on account of the Brazilian gold washings and the 
many bank notes in circulation, which were for the most part of a large de- 
nomination. (Steuart, Principles, III, ch. 13.) Still it was in Amsterdam 
in 1751=14.5: 1. 

« In Hamburg, the relation of the price of gold to that of silver bars, var- 
ied, between 1816 and 1852, from between 15.1 1-16.2 to i (Soetbeer) ; in 
London, from 1816 to 1837, between 15.80 and 14.97 to 1. 

»In Asia, it is generally lower than in Europe — for centuries mostly 
= 10: I. But in Birmah it is = 17: i, mostly on account of the extent to 
which indulgence in luxury is carried there. (Crawfurd, Embassy, 433. 
Bitter, Erdkunde, V, 244, 266.) Concerning China, see M. Ckezvlier, Cours, 
III, 359. In Africa, gold is low as compared with silver, in proportion to 
the distance from the civilized world. Thus, an ounce of gold in Shenaar 
cost 12 piastres; in Suakim, 20; in Djidda, 22. (Ritter, Erdkunde, I, 538.) In 
Timbuctoo, Mungo Park found the relation of gold to silver to be as i>^ : 1. 
Compare Marco Polo, II, 39 seq. 

< In antiquity, a similar course is to be observed. According to Menu's 
Indian laws, VIII, 134 seq., =2>4 : i ; in the East, for a long time, =10: i ; 
Vol. 1^28 
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It is very much of a question whether gold or silver is, on 
the whole, subject to greater variations in price. The fact 
that gold is more strictly a natiu*al product would of itself 
constitute a powerful element of variation. (§ 112). But, on 
the other hand, its greater durability and the greater care be- 
stowed on its preservation, have for effect to make the exist- 
ing quantity preponderate in importance over its annual in- 
crease. The demand for gold varies more suddenly than 
the demand for silver. In case of war or sedition, the former 
is more easily carried away or hidden. It is also more desir- 
able for the state for its military fund. On the other hand, on 
account of its greater capacity for transportation, it may fol- 
low such claims when made on it, more easily, from country 
to country. On the whole, I am inclined to think that, for 
short periods of time, silver maintains its value better, and 
gold for longer ones.' 

under Darius Hystaspis, =13: i. (Herodot,^ III, 95.) In Greece, in the time 
of Lysias, =10:1 (Lysias^ pro bonis Arist, Conon); according to Plato^ 
= 12: I (Hipparch.^ 231); according to Demosthenes^ adv. Phorm., 214, =14: i 
(Bdckhy Staatst., I, 43); Mcnander^s estimate, =10: i, probably because Alex- 
ander's victory had made gold cheaper. (Pollux^ IX, 76.) Among the Ro- 
mans, about 189 B. C, =10:1 (Liz'}% XXXVIII, 11); somewhat later, 
= 11.9: 1 ( AfoMmsen, in the histor. phil. Berichten der K. Sachs. Gesellschaft, 
1S51, 184 ff.); in the fourth century after Christ, =14: i. (Theod^ Cod. VIII, 
4, 27.) We sometimes find sudden variations. Thus, according to Poiyh^ 
XXXIV, 10, gold, in Italy, sank about J^ in consequence of the opening of 
the mines at Aquilea. It sank to the proportion of 9: i when Cxsar spent 
the contents of the Roman treasure, which consisted of gold. (Sufton^ 
Crcs., 54.) The ratio of 17 : i, during Ilannibars wars, was a species of Na« 
tional bankruptcy. See PUn., H. N., XXXIII, B. 

* After the February revolution, the gold-agio, as compared with silver, 
rose from 10-17 ^o 70 per 1,000. (M. CheiHzUer Cours, III, 346.) On the 
other hand, since the discovery of America, gold, as compared with com- 
modities, has declined much less than silver. Compare Hermann^ Ueberdcn 
gegenwärtigen Zustand des Münzwesens, in Rao's Archiv., I, 151 ff. Ac- 
cording to Lord Liverpool^ Treatise on the Coins of the Realm, the value of 
gold coin in the London market, as compared with bank notes, varied in 40 
years, almost 5^^ per cent 
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SECTION CXLm. 

i 

THE PRICE OF GOLD AS COMPARED WITH THAT OF 

SILVER. 

[OOKTHrUXD.] 

If the gold-production of California should be attended ^ by 
a notable depression of the value of that metal, it becomes a 
question whether or not silver would be necessarily depreci- 
ated with it. Senior claims that it would not, for the reason 
that the two precious metals do not, for most purposes, act as 
substitutes each of the other. If a country needed i,ooo 
pounds of gold and 15,000 pounds of silver as money,* and these 
two simis of metal were equal in value, an increase of gold by 
one-half, which would depreciate its price in relation to silver 
to 10: 1, would not overflow the channels of circulation. The 
1,500 pounds of gold are now also equal to only 15,000 pounds 
of silver, and vice versa. 

I would put very important limitations to this assertion. 
Even a moderate depreciation of gold would drive out the 
silver from all those countries which had a mixed coinage 
made up of the two metals; and hence the supply of silver 
would be increased in the other countries. And so it is quite 
possible, up to a certain point, that the larger silver coin should 
be replaced by small gold ones, ten and five franc pieces etc. 
Rau is certainly right in his surmise that a general rise in the 
price of commodities as compared with coin, the result of a 
great increase of gold, would go farthest in countries in which 
the gold is the medium of circulation, begin later in those 

* In recent times, it has become possible to extract from ancient silver 
coins a small quantity of gold, and with some advantage. European indus- 
try produced in this way about 1,600 kilogrammes of gold per annum. One 
half of this amount is obtained in France and the rest in Hamburg, Amster- 
dam, Brussels and St. Petersburg. (Michel Chcvalicry Cours, III, 302.) 

' Senior^ On the Value of Money, 77 ff. It is certain that a simple varia- 
tion in prices would not induce people to have gold table services, or archi- 
tectural ornaments of silver. 
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which had a mixed circulation, and continue for the the short- 
est time in those countries which, by force of law, had a 
silver circulation only.* * 

* Rau^ Lehrbuch, 6th ed., I, § 277 c. In Rau^s opinion (loc cit) we may, 
in the course of the next decades, expect a decline of the price of gold of 
about 76 per cent, and of only 10 per cent of the price of silver (because of 
the low prices of quicksilver.) But here he seems to overlook entirely what 
influence a change of standard in important commercial districts would have. 

* Compare the works already mentioned. Fleetwood^ Chronicon precio- 
sum, or an Account of English Gold and Silver Money, the Price of Corn 
and other Commodities etc., for Six Hundred Years last past, 1707 ; Dupri 
de Saint Maur, Essai sur les Monnaies ou Reflexions sur les Rapports entre 
les Denr^s et 1* Argent, 1746; Un/rerj Ordnung der Fruchtpreise, 1752; 
Pauctotty Metrologie ou Traits des Mesures etc., des anciens Peuples et les 
modernes, 1780; the appendix to MacphersoiCs Annals of Commerce, 1805; 
the tables in Garnier's translation of Adam Smith, vol. II, 1822; A. 7'ouHgy 
Inquiry into the progressive Value of Money in England, as marked by the 
Price of Agricultural Products, 1812; W. F. Lloyd^ Prices of Com in Ox- 
ford, in the Beginning of the fourteenth Century, and also fix)m 1583 to the 
present Time, 1830; Helferich, in the Tub. Zeitschrift, 1858, 471 ff. There are 
some very interesting notes on the history of prices during the Merovingian 
and Carolingian periods in Guirard^ Polyptiques, I, 141 ff. 
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SECTION I. 

PAPER MONEY AND MONEY-PAPER. 

Paper money must be distinguished from other value-paper 
or money-paper,* which may also run to the possessor or 
holder, and not unfrequently serve as a medium of payment. 
In the case of these bonds or obligations,* their circulating 
capacity is a secondary matter, and the principal thing the 
authentication of an economic legal relation; whereas paper 
money is intended principally, if not exclusively, to act as 
money. ^ Money-paper appears in a great many different 
forms, but it nearly always bears interest. Its value depends 
in great part on the rate and certainty of its interest. On the 

♦ Furnished by the author expressly for this edition. 

* Thus, for instance, the bonds (and their coupons) of states, cities, great 
corporations, certificates of stock, mortgages, bills of exchange, checks. 

« A Prussian regulation of 1765 (GaläscJkmtdt, Handbuch des Handels, 
rechts, I, 550), call» money-paper (Effecten)^ instruments of trade in which 
a value or a valuta is designated. 

» Gamier^ French translation of Adam Smith, II, 143 ff., distinguishes be- 
tween coin-paper and promise-paper : the latter is never found in circulation 
at the same time with the capital which it represents. Say says that, for in- 
stance, evidences of state indebtedness, state bonds, call for money if they 
would circulate, but they seldom act as money in circulation. (Trait^ III, 
ch. 2.) Sismondi very well determines the difference in his Richesse Com- 
merciale, I, 160. Amu, Lehrbuch, I, § 293, requires of all good paper money : 
a,, that its mere transfer, even without any proof of its rightful acquisition, 
should suffice to vest the property in it in the receiver; b., that the power 
emitting it should enjoy universal confidence or be able to compel universaJ 
recognition ; c, that its redemption should not be fixed for any definite point 
of time. 
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Other hand, the endeavor to insure a more favorable reception 
for paper money by the promise of interest has been exceed- 
ingly seldom successful.* And in reality, good prospects as 
to interest (Zinsaussichten) and ease of transfer from one hand 
to another are two qualities which lie in very different direc- 
tions.* 

The many recent writers who claim for paper money the 
marks of irredeemableness and forced circulation, confound 
the unfortunately too frequent degeneration of an institution 
with its real nature. They contradict, too, usage of speech, 
which, in countries where silver is the standard, unhesitatingly 

* That it is not possible to keep paper money from declining in Yalue, by 
the payment of interest, the people of North America learned from more 
than one experiment during the eighteenth century. (Benjamin Frauldin^ 
Remarks and Facts relative to the Paper Money of America, 1765.) The 
same phenomenon was observed in the case of the Spanish ixdcs^ which 
were created during the North American war in consequence of the absence 
of the silver fleet. (Bour-going^ Tableau de T Espagne, II, 38 flf. Hmm- 
boldt^ N. Espagne, II, 808.) When the Portuguese apoUces (since 1797) still 
bore six per cent, they depreciated in value ; and when the payment of the 
interest was suddenly stopped, the rate of exchange did not become any 
lower. (Balbt^ Esai statist sur le Portugal, I, 323.) In Austria, in Septem- 
ber, 1820, the bank notes which bore no interest were at a premium as com- 
pared with the imperial treasury notes, which did bear interest of i per cent, 
although the credit of both kinds of paper had ultimately the same founda- 
tion, namely, Austrian state-credit 

"The attempt to make paper money pay interest suggests (as the Saint Si- 
monists recommend it should, with much ado; Enfantin^ Ser les Banquef, 
d' Escompte in the Producteur, 1826), that awkward sword, invented br 
Count Wilhelm von Bückeburg, to the blade of which a pistol is affixed! 
Shortly before each term for the payment of interest, the circulation of such 
paper money would be arrested. If the rate of discount should sink below 
the rate of interest such notes bore, they would be sought after eagerly and 
disappear in quantities, and, not be ever seen again until the rate of discount 
had risen to a high figure, when they would be suddenly presented for re- 
demption. Such interest-bearing paper money, therefore, would be a seri- 
ous element to aggravate the fluctuations of the money-market between good 
and bad times. When interest-bearing paper money pays interest at the rate 
usual in the country, it is hoarded by misers, (v. Struensce. Abhandlungen, 
III, 3S7.) Compare Forbonnais^ Principes ^onomiques, p. 234, cd. Guill^ 
whereas V. -PnV/wf/z, Kunst reich zu werden (1840), 359, takes delight in elab- 
orating the idea of an interest-bearing paper money. 
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calls gold coins money, although they cannot be forced on any 
one.* The paper money issued by the state deserves, indeed, 
the appellation in the fullest measure; but starting from this 
point we find a number of grades in a downward direction, 
which may still be called money;'' and we shall see especially 
that the differences between state paper money and bank 
notes so widely asserted are, in great measure, differences not 
of kind but of degree. 

The idea of replacing the precious metals as a medium of 
circulation by a less costly material, even the ancients were 
acquainted with ; but with the exception of the Carthaginians, 
they scarcely ever made any use of it except in cases of need 
and transitorily.® 

•Of jurists, see Thol^ Handelsrecht, I, § 51, and the authorities for and 
against in Goldschmidt ^ Handelsrecht, II, Kap. 4, i, 2. The compulsory 
circulation of paper money is an essential element only in reference to the 
person that issues it. Of political economists, especially A. Wagner in 
BluntschlVs Staats Wörterbuch, Art. Papiergeld, Band, VII, who, however, is 
very soon compelled to oppose to paper money " proper," another kind not 
"proper." Adam Smith unhesitatingly accounts bank notes also paper- 
money. (W. of N., II, ch. 2, p. 28, Bas.) Huskisson understands by "paper- 
money " only the irredeemable paper-money of the state, while bank notes 
should be considered as " pwiper currency." (The Question concerning the 
Depreciation of our Currency, 1810.) 

^Seyd^ Münz, Währungs-und Bankfragen in Deutschland, 50 ff, distin- 
guishes four classes of paper-money: ist class, paper-money covered by 
cash; 2d class, bank notes covered after the manner of banks; 3d class, state 
paper-money ; 4th class, such paper money as the notes of the Southern 
Confederacy after its defeat. 

• Even Plato^ De Legg., V, 742, was acquainted with money after the Spar- 
tan type, intended only for internal trade: vdfiiafia ilZc^dpcO)^^ WJTOt:; 
fiku luTe/Jtou ro«c Sk SMoc^ di/^pdnoc^ dSdxc/iOU, Besides the state 
kept for foreign trade a supply of the universal Hellenic money, of which 
in case of need, private individuals could acquire what portion they needed 
bv exchange. When Dionysius I. issued tin instead of silver money, all the 
Svracusans, although they noticed the forgery, acted in their intercourse 
with one another as if they considered the coins genuine. (Aristot.^ Q?)con., 
II, 21, Pollux, IX, 79. Timotheos behaved more honorably when, pressed 
by the dearth of money, he gave his troops copper coin tokens, which passed 
for the time being for their full value in the camp; but which were later to 
be redeemed at their full value in silver. (Aristot.^ CEc. II, 22.) Compare 
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Similarly, the middle ages in Europe; as in general all 
greater development of the credit-system — and all paper 
money is credit-money — has a natural growth only in the 
higher stages of civilization.' ^® 



Polygen, Strateg., IV, lo, 2. The iron money which the Klazomenians ex- 
changed with the rich for silver, which bore interest, but which the rich 
were forced to take, had a longer duration; the silver was used to pay for- 
eign state creditors, the iron money circulated for the time being in the city, 
and was gradually redeemed. (ArisM.^ loc. cit, II, 17.) 

We are still more forcibly reminded of paper money by the Carthagenian 
leather money, where any object whatever of the size of a coin was shut up 
in a leather envelope with the state seal, and then circulated as if it were the 
coin it purported to be. Mieris^ Beschryving der Munstn, 1726, explains the 
saga of Dido's ox-skin by means of this leather money. Certain it is, how- 
ever, that the surprise with which the sophistical dialogue, Eryxias, mentions 
the matter, is a proof how foreign it was to the Greeks. Concerning the 
Roman plated denarii which were stamped with the silver coins, but which 
were also accepted by the state treasury, see Mommsen^ R. G., I, 405. 

• In the middle ages, leather money was issued as a promise of future pay- 
ment: by the doge of Venice in the wars of 11 22 and 1126 (Momtanari^ Delia 
Moneta, 34); by King John, of England, during the struggle of the barons 
(Camden); Emp. Frederick II. at the siege of Faventia('il/tf/«/fifi, Hist Fior., 
130, ViUani^ Hist. Fior., VI, 21); by Louis iX. during his captivity (v. Rammer 
Hohenstaufen, V, 461), John of France, 1360 (Anderson^ Origin of Com- 
merce). On the Frankfurt lead marks which were afterwards redeemed by 
the Rechnerei'. Kirchner y I, 541 . Laval letters copper tokens during the siege of 
Malta had the inscription: non as sed fides. The paper money which was is- 
sued during the siege of Leyden, the inhabitants afterwards would rather 
preserve than have redeemed, ad perpetuam liberationis dizina: fnenioriam. 
(Bornitiiy De Nummis, 1605, I, 15. Distress coins, melacs, during the siege 
of Landau and of the Hungarian Ragoczy\ Marpurgcr^ Beschreibung der 
Banquen, 213. Krones^ Zur Geschichte Ungarns im Zeitalter R*5, 1870.) 

*'The Chinese have had various kinds of paper-money in their country 
since the 7th century after Christ. Sometimes they called them "flying 
coins, convenient coins," and sometimes coupons^ bons^ conventions (Klaproik^ 
M^moires relatives ä I'Asie, I, 375 fT), against which the caravans, as soon as 
they had passed the limits were obliged to exchange their silver (Pegoloiti^ 
Pratica della Mcrcatura in Delia decima etc., Ill, 3). These had compulsory 
circulation in China. The great Mongolian khans here became acquainted 
with paper-money, (^f. Polo^ II, 21.) Thus, especially in Persia, where re- 
fusal to accept such money and the imitation of it was punished with death 
(1340). Compare Ferishta^ ed. Briggs^ I, 414 ff. d^Ohsson^ Hist des Mon- 
gols, IV, 101 flf.; II, 487. Even here there occured cases of state bankruptcy 
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SECTION n. 

ADVANTAGES AND DISADVANTAGES OF PAPER MONEY. 

Where it is at all possible to give paper money the same 
purchasing power as metallic money possesses, it is unquestion- 
able that the former must have many advantages over the lat- 
ter. True, paper money is very inconvenient for small 
amounts;^ but all the more convenient for large amounts, as 
well for piu-poses of counting as for purposes of the storing 
up of values and for transmission from place to place ; a matter 
of greater importance in proportion to the badness of a coun- 
try's means of transportation, and to the cheapness of the metal 
of its currency hitherto.' It seems a still more important matter 
to most people that paper money dispenses with the use of a 
great quantity of the precious metals for piuposes of circula- 
tion, which can now either be turned into utensils, etc. in the 
country itself or used in foreign countries to make investments 
of capital there, or in the purchase of commodities.' In na- 

and finally withdrawals of the depreciated paper. Klafrotk^ loc. cit.) In 
Japan, according to Olifhant^ Narrative of L. Elgin's Mission to China and 
Sapan (1859), all foreign coins were required to be exchanged against paper- 
money at the offices of the state bankers. 

* Adam Smith mentions North American paper money of the amount of 
I shilling, and Yorkshire bank notes of the amount of i^ shillings. Sweden 
had, until 1S28, notes of 2% pfennigs. 

• Hence in Sweden, with its copper standard of long duration, the system 
of banks of issue was developed very early. The transport- notes (Trans- 
fotizettel) (to be found in that country as far back as 1661) of the Stockholm 
bank are considered the oldest bank notes. Compare, however, Palgrttve^ 
in the Statist. Journal, 1873. When, in 1768, Catherine II. introduced paper 
money into R ussia, the people gladly paid % per cent exchange to the state 
treasury for it (Brückner^ in HildebrantTs Jahrbücher, 1863, 49.) According 
to Cancrin^ Oconomie der menschl. Gesellschaft, 1 16, private individuals in 
from four to five months exchanged 40 millions of silver roubles for paper. 
And thus, in 178a, Berlin bank notes stood a few per cent above par, and 
the notes of the S. Carlos-Bank, in 1788, from i to i>^ per cent (Rau^ Ar- 
chiv., II, 161.) 

» When at times in which paper money is looked upon with diffidence, 
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tional economies whose commerce is a growing one, the same 
advantage finds a negative expression in this, that they are not 
compelled to satisfy the increasing demand for money by pro- 
curing costly metals.* Of the individual members of the na- 
tion, all these advantages of convenience will be experienced 
by those who employ the paper money. The economical or 
saving advantages of paper money are appropriated by the 
issuers to themselves, in the form of a non-interest bearing 
loan, which they make to those owners of money or to those 
who are entitled to a money-claim and to whom the paper 
money is acceptable instead of cash money.*^ A diminution 
for instance of the number of bank notes or of state paper 

peasants and others bury their metallic money, this advantage of course is 
lost. On the other hand, the exportation of precious metal money, caused 
by the emission of paper money, must not be considered a necessary evil, 
but rather as the condition precedent which in most cases makes the above 
advantages of the paper money possible for the first time. Compare Ad. Wag- 
ner^ Die russische Papierwährung (i86S), 22, 24, 33. Ricardo^ Proposals for 
an economical and sure Currency, 1816, estimated that England, afler the 
abolition of the bank restriction, needed twenty million pounds sterh'ng. 
The interest on this amount of capital inclusive of wear and tear etc., should 
be estimated at at least ten per cent. ; that is for the whole kingdom at at least 
from two and one-half to three millions a year. On this Ricardo founded his 
proposal to base the bank notes on gold bars. In its time, the essa^* : Guineas 
an unnecessary and expensive Incumbrance on Commerce, or the Impolity 
of rep)ealing the Bank- Restriction Bill considered (London, 1802), met with 
great approval. 

^ Adam Smith calls attention to the analogous case in which a manufac- 
turer replaces a costly machine by a cheap one, sells the former and em- 
ploys the difference between the old one and the new in enlarging his 
business. (W. of N., II, ch. 2.) W^hen, indeed, all nations have introduced 
the use of pai>cr money, the greater portion of the advantages which the one 
nation was able to obtain by its means cease, and the only ultimate result is 
a depreciation of the value of money and of the precious metals. Formerly 
the advantage reaped by the single nation that emitted paper money was 
greater than its share in the depreciation. (Wolowski^ EnquÄtede 1S65, 108.) 

^ When E. Seyd calls bank notes more costly than metallic money, because 
the former in England require an outlay for administration of i ^ per cent 
per annum, while the wear and tear of metallic money amounts to i per 
cent, only in 20 years (Statist. Journal, 1872, 511), he overlooks the loss in 
interest and the costs of coinage in the latter case. 
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money does not diminish the available capital of the people. 
Its only eflect is that a smaller portion of it is at the disposal 
of the bank or of the government. 

But in contrast with these advantages are the great disad- 
vantages, since paper money is wanting in most of those 
properties which originally made the precious metals the best 
instruments of exchange and the best measures of value. In 
addition to this, paper money may be increased at pleasure, 
and at almost no cost; and an occasional surplus of it cannot 
flow either into other branches of employment (as a surplus of 
metallic money may into utensils, ornamentation, etc.) nor in- 
to other countries. And thus the constancy of value of paper 
money, that is, one of the chief requisites of all good money,is 
imperiled in the highest degree. True, the paym ent-power, 
or " legal tender " character given such money by the state 
may certainly supplement in some way its matter and form- 
value. But this supplement or addition constitutes,in the case 
of large amounts • a small quota; or else the quantity of money 
as compared with the amount of money needed for commerce 
would have to be fixed very accurately; a thing of peculiar 
difficulty in the case of paper money, which is almost costless.^ 

* Related to this is the fact that in France, during the assignat-crisis, the 
large bills of 10,000 francs were harder to get rid of than the small ones. 
(A. Schmidt's Parisier Zustände, III, 22.) 

' The numbering of paper money. A state which should neglect this 
would not only reserve to itself the possibility of an unlimited increase, but 
would surrender all control of its officials charged with the emission of the 
paper money. Law^ Trade and Money, 162, advises that a large money re- 
ward should be paid to any one who should show the existence of a higher 
number than allowed by law, or of a duplicate number. And indeed, as 
comptrollcr-in-chief, he caused the frii*6t des marckands to be removed, be- 
cause charged with the duty of burning the paper withdrawn from circula- 
tion, he (the/r^t^/^ noticed that the same number reappeared several times. 
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SECTION m. 

KINDS OF REDEMPTION. 

While precious metal money carries, so to speak, by far the 
greater portion of its value in itself, and this to such an extent 
that it appears on the inscription found on its face, the inscrip- 
tion found on paper money is almost the only reason of its 
value.^ (Credit-value.) The issuer promises in one form or an- 
other, expressly or tacitly, that he intends to redeem the note, 
almost valueless in itself, in real goods; and the value of this 
promise depends on the probability of its fulfillment.' The 
only fuUy satisfactory kind of redemption consists in this, that 
every holder of the paper money may, immediately on demand, 
obtain its nominal value in good current metallic money. 
This only can, in the long run, keep paper money up to its full 
nominal value. But experience teaches that even with less per- 
fect modes of redemption, paper money may maintain a part of 
its nominal value, and a part greater in proportion as the fol- 
lowing conditions are approximated to: freedom from personal 
considerations, the immediateness of the redemption, and cur- 
rency of the goods by means of which redemption is effected. 
Thus, for instance, the acceptance of paper money for all debts 
due the state, in countries where taxation is heavy, where 
there are large state industries etc. ; wehere the lands of the 
state are farmed out etc., has a great influence on its course of 
exchange.^ Redemption in parcels of land is a very imperfect 

* If a traveler wished to pay his inn- keeper in the note of a bank entirely un- 
known in the place, the latter would certainly refuse it. If, on the other 
hand, the traveler were to offer him a silver coin, the stamp and inscription 
of which were not familiar, still it would be taken at the value of the metal 
it contained, after deduction made of the costs of testing it, re-coining it, and 
compensation for the trouble caused. Ignored by Berkeley^ who, indeed, 
considered metallic money nothing but " counters " or tickets (Querist, No. 
23, 26, 441, 475), and who ascribes important advantages to paper money,— 
which by " stamp " and " signature " is made as costly as gold (440)— over me- 
tallic money (226). 

* Any person who has witnessed a tax-execution, or sale of property for the 
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one, not only on account of the great differences in the value 
of pieces of land according to quality, situation, the times etc., 
but also because only a very small number of men, especially 
where money is the usual medium of exchange, are in a con- 
dition to accept parcels of land.^ It is a question whether the 

non-payment of taxes (StuerexecHtion) will admit that a tax receipt is at least 
as real goods as an umbrella or a glass window that protects one from the 
storm. MichccUs considers the amount of running payments to the state 
for duties, taxes etc., as the only right basis for full -value paper money. (Bcr 
liner Vierteljahrsschrift, 1863, III.) Better yet when Ilö/ken advises thai 
only as much paper money should be issued as amounted to the average bal- 
ance {Bestand) in the national treasury. The tax-basis is defended with 
great warmth by L. Stein. Louis XIV., in 1704 issued paper money bearing 
7 per cent, interest, the acceptincc of which by all the royal officers of the 
treasury was prohibited! (Dutot^ Reflexions, 863, Daire.) La-u,\ Trade and 
Money (1705) ascribes to parcels of land the greatest constancy of value, be- 
cause they cannot be replaced, because they can be neither increased nor de- 
creased, and because they help to produce all other goods (p. 170). While 
silver cannot but depreciate, they have a prospect but to ri«e (188). Hence 
Laiw recommended notes based on parcels of land as the best money. (163, 
191, 195.) Similarly, Benjamin Franklin^ Modest Inquiry into the Nature and 
Necessity of a Paper Currency: and the Paper Money of Pennsylvania, New 
York and New Jersey was actually based on parcels of land, and was to be 
extinguished by the enfeoffed owners, and the interest paid by them. (Ebe- 
ling^ Gesch. und Erdbeschreib, von N. Amerika, III, 621, IV, 649.) 

^ F. Renonard de Ste Croix^ Voyage aux Indes orientales (1810), I, 32, de- 
scribes a species of paper money based on parcels of land which had lost 40 
per cent, of its nominal value, although the holders of them were investcnl 
with the fief at only one-half their value. The French mandats tcrritoriaun 
of 1796, declined in five months to 5 per cent, of their nominal value, although 
they contained the provision that the holders might, without public sale 
(Auction), have a certain amount of the national estates allotted to them in 
exchange for the mandats. The assignats were still more defective after 
their redemption (at the Caisse dc V extraordinaire), which was at first in- 
tended, and their drawing of interest were not fulfilled. Leaving the tax- 
basis out of consideration, the notes might, at the sale of the national estates, 
be brought in as means of payment: a thing which would not have been in- 
operative, provided the amount of the paper money had been strictly limited to 
the price of the pieces of land estimated in money. On the ist of April, 1790, 
400,000,000 francs in assignats were issued, and in September, 800,000,000 
more, both together about equal to the secularized property of the church. 
(Ad. Schmidt, Pariser Zustände, II, 97.) But as afterwards all proportion 
between these two magnitudes ceased, or rather as up to January i, 1793, 
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threat of punishing the refusal to accept paper money, or to 
accept it at its full nominal value, can be called a negative 
mode of redemption. Certain it is, however, that it is the 
most barbarous and in the long run the least efficient mode, 
one in which the issuer calculates only on the fear of those 
who accept it ; and, what is most demoralizing, on the hope 
they entertain that they in turn shall be able to dispose of it 
to others as timid.* ' 



3,626,000,000 assignats were issued ; up to September, 1794, over 8,800,000,000; 
up to September, 1795, 19,700,000,000; and finally up to September, 1796, 
45t578»ooo,ooo francs, of which perhaps 6,500,000 were either burned or de- 
monetized, the price of the national estates on lands must naturally have 
risen as vastly as the assignats declined. 

* The paper money issued by Colbert's successor, Chamillard, soon lost on 
account of its too great amount, 25 per cent, of its value, spite of the fact 
that it bore interest, and that }^ of all payments to private persons had to 
be made in it. (Forbonnais^ Recherches et Considerations, II, 182.) When 
the i>eople of the United States, in 1775, issued pai>er money, it did not de- 
cline in value up to the end of 1776, so long as the amount did not exceed 
$20,000,000, as it was considered a matter of honor to take it at par. After- 
wards, when the amount issued continued to increase, not even the law that 
a refusal to accept it, or insisting on taking it below par, should be punished 
with the loss of the commodity, and that the guilty party should be declared 
a national enemy, could keep it from declining in value; so that in May, 1S71, 
a dollar in specie was worth $200.5 in paper. Compare Franklin^ Works, 
ed. Sparks, II, 421, VIII, 328, 505. 

France, during the Reign of Terror, on the 2d day of April 1793, threat- 
ened the claiming of a discount in the taking of assignats with six years' 
confinement in chains, and on the ist day of August, on Couthon's motion, 
with twenty years* confinement. In addition to this, maximum prices for 
the principal necessities of life were fixed and the exceeding of them was pun- 
ished by severe penalties; and in France, and still more in the neighboring 
conquered countries, there were many persons who preferred to take assignats 
instead of payment rather than permit themselves to be robbed by requisi- 
tions. And yet on the 4th of June, 1796, one franc in specie exchanged for 
800 francs assignats. Compare Busch, Geldumlauf, III (§ 58 ff., d'lvernoii, 
Etat, des Finances Fran9aise, 1796). 

*The Prussian treasury notes of 1806, by virtue of a decree published in 
1807, were to be taken by all at a rate of exchange to be officially published 
from time to time. Between December i, 1807, and February 28, 1809^ the 
highest " normal course of exchange " was 71, and the lowest 27 per cent In 
January, 181 5, a refusal to take them at par, except in certain cases, was 
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SECTION IV. 

COMPULSORY CIRCULATION. 

When paper money which is not completely redeemable — 
and it is scarcely possible that in the long run it should be 
thus redeemable — has sunk below its nominal value, the re- 
sult in the case of all private paper money is the bankruptcy 
( Vermögensbruch) of the individual issuing it ; in the case of 
state paper money, the legal provision that it shall have a com- 
pulsory circulation (Zwangcourse; cotirs force)} To what ex- 



threatened with from 500 to 1,000 thalers of a money-fine or from 6 to X2 
months^ imprisonment. But indeed, in December, 181 2, of 8,000,000 thalers, 
there were only 731,625 still circulating. Compare § 7 of the decree of the 
19th of January, 1813. In April, 1815, it was ordered that the half of all 
taxes should be paid in such notes, or that if not, 8^ per cent should be 
added as a penalty. This penalty, reduced in 1827 to i silver groschen, 
was not formally abolished even in 1S70, although it had long fallen into disu- 
etude. There was a run of the owners of the notes in 1830, for redemp- 
tion, and again in 1841 and 184S; in 1848 to the extent of at most 40,000 
thalers in one day, and altogether not over 100,000 thalers. (Bcrgiut^ in the 
Tübinger Zeitschr., 1870, 226 if.) About 1846, it was estimated that scarcely 
li^ a year of Prussian paper money was presented for redemption, while J^ 
of the state receipts came in in the shape of pai>er money. (Rau^ Archiv., V, 
125, 207.) The Saxon treasury notes never lost over 2 per cent., although 
the state treasury redeemed them up to 1804 only at an agio of 9 pfennigs 
per thaler, and afterwards of i Pfennig. 

* Those entitled to make money claims are either compelled to accept the 
paper money at its nominal value or only at its current value for the time 
being. In the latter instance, the unjust compulsion is much smaller, but at 
the same time the whole expedient is much less productive to the state; and 
hence the former is the more usual. It was provided in Austria on the 22d 
of May and the 2d of June, 1848, that the former should be the rule, and that 
the latter should govern in cases in which gold or foreign silver had been 
stipulated for. (Höfken^ Oesterreichs Finanzproblcme, p. 53.) On the 7th 
of February, 1856, it was permitted to contract by express promise for loans 
in the metallic currency of the country, both for the interest and the repay- 
ment of the principal. Hence a species of parallel -currency. If it be made 
entirely impossible for private individuals to protect themselves against the 
compulsory circulation of paper money, the more prudent are forced to send 
their capital into foreign countries, which operates very disadvantageously to 
poor countries especially. (Wagner^ Tubing. Zeitschr., 1863, 441.) 
Vol. I. — 29 
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tent the real rate of exchange of paper money shall fall in any 
case depends not only on the amount issued as compared with 
the wants of trade, but also and still more on the degree of con- 
fidence which the state of public affairs inspires.* The first 
consequence attending a depreciated currency is, that the good 
precious metal money is withdrawn from circulation and even 
from the country; for the reason that it cannot maintain its 
true value side by side with the paper money; the usual effect 
in all untenable mixed standards or currencies.^ A second, and 

* Thus, for instance, the Frederick coins, and for a time the French assignats 
•were helped by the popular enthusiasm, while Gustavus III., of Sweden, 
could give little value to his paper, (v. Sirucnsce^ Abh., Ill, 577.) In 
France, in 1796, 2,400,000,000 maudats were issued instead of all the out- 
standing assignats; that is, as many as there were assignats at the close of 
the year 1792. And 3'et the latter were then only 25 per cent below par; 
the former, before one month had elapsed, 80, and in nine months, almost 98 
per cent, below par. (67 Cbatnans^ Nouvelle Essai sur la Richesse des Na- 
tions, p. 150. (A. Schinidi^ Parisier Zustände, III, 121 ff.) In Austria, in 
181 1, the volume of paper money was contracted, but in a manner so violent 
and destructive of credit that its rate of exchange did not rise in conse- 
quence. (Tub. Zeitschr., 1763, 1874.) After 1848, also, the rate of exchange 
of Austrian paper money was much more perceptibly influenced by the 
variations in the political state of affairs than by the changes in its \ olume. 
(Tub. Zeitschr., 1S56, 129.) In the summer and winter of 1866, about 
650,000,000 paper rubles circulated, with scarcely any increase or decrease; 
and yet the ratio of exchange was, during a part of the summer, 66, and in 
winter, 84 pKrr cent, of the silver value of the ruble. (WagHcr^ Russ. Pa- 
pierwährung, 74.) Instances in which the increase in the price of commod- 
ities began to be more general only after the volume of pai>er money had 
decreased; in Austria, in 1851 and 1866; in Russia, in 1857 (loc. cit). 

* Then precious metal money becomes a commodity of which great stores 
may be collected in the country itself, at the banks, but chiefly for foreign 
trade. It is said that Austrian business men in i860 and the following years 
invested "hoards" to the amount of several hundred million florins in ex- 
change on metallic-currency countries. (Tub. Zeitschr., 422.) Good paper 
money will never drive out the whole supply of cash money out of a coun- 
try, because a good portion must always be kept for purposes of redemption ; 
depreciated paper money oi>erates much farther in this direction. Even the 
exportation of small change may become a profitable speculation as soon a« 
the amount of depreciation of paper money exceeds the seigniorage. Then 
usually small change of a worse kind is stamped, as, for instance, in Aus- 
tria, copper instead of silver; and in 1S60, 12 millions florins of paper small 



Sec. IV.] COMPULSORY CIRCULATION. 45 1 

worse consequence is the unrightful revolution produced in so 
many income and property relations, based on old contracts, to 
the advantage of the debtor, to the disadvantage of the cred- 
itor, and of those who receive nominally fixed salaries.* These 
consequences are in kind similar to those produced by the 
clipping of the coin ; but in degree they are much more dan- 
gerous. ' Besides, the depreciation of paper produces, by no 
means, an equal rise in the prices of all commodities. The 
prices of those commodities, the sellers of which are most 
favorably situated in the struggle for prices, rise earliest and 
highest. This is true especially of foreign commodities, also 
of those inland commodities which can be easily exported, 
and most particularly of those commodities which have the 

change. Here the exportation of the better money is not a consequence, but 
the motive to the manufacturing of the worse. 

♦During the assignat-period it could happen that a land owner, after the 
term for which he had farmed out his land, might be compelled to surrender 
it to the farmers, for the reason that the taxes, requisitions, etc., paid by the 
farmers, amounted to more than the farm rent. In the case of the former, 
the calculation was based on the recent depreciated value of the assignats; 
in the case of the latter, on the higher value the assignats had at the moment 
that the contract was concluded. (Bilscb^ Geldumlauf, III, 62.) A HTiter 
in the Revue des deux Mondes, April T5, 1865, thinks that one reason why 
the American civil war was so popular in the northwest was because the 
paper money issued during the rebellion made it easy for that part of the 
country to pay off the mortgage-debts which had burthened it since 1848. 
Even of the two law catastrophes, Duclos. in his memoirs, remarks that 
they produced a great admixture of those who had been formerly separated 
by differences of class and wiped out the previous ideas of decorum, fitness, etc. 

» During the time that the clipping of the coin was practiced, it is scarcely 
possible to show that money was debased below 11 per cent, of what its value 
should have been. See, on the other hand, § 3. In Austria, in 18 10, a per- 
son had to give 1,200 florins in paper money for 100 florins in silver. (Tub. 
Zeitschr., 1861, 593.) In North America, in 1781, it took $280 in paper to 
purchase $1 in silver. (Ebelingy Gesch. und Erdbeschreib., von N. A., 1856, 
III, 580; IV, 440; V, 437.) During the American civil war, the paper money 
of the Southern States declined to ^ (December, 1863) and even to ^ (Oc- 
tober, 1864) of its nominal value. Compare Hocl:^ Finanzen der V. Staaten, 
514 ff. Observed even by Storch^ Handbuch, Rau^s translation. III, 141 ff. 
(See, on the other hand, C King^ Thoughts, p. 113.) In Paris in July, 1795, 
the greater number of commodities estimated in assignats were worth as 
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greatest capacity for circulation, for instance, gold and silver.' 
Hence, it would be a great mistake in countries where there 
is an irredeemable paper currency with compulsory circula- 
tion, to measure its purchasing power at a special discount as 
compared with the precious metals. Therefore, a depreciated 
paper currency has transitorily an effect on industry similar to 
that of a protective tariff, and even as the payment of export 
premiums; inasmuch as it enables manufactiu'ers to permit a 
part of their cost of production, viz.: that which they have to 
pay their workmen, their older creditors, and in part, also, 
their furnishers of raw material, to rise in a less degree than 
the paper money has declined in value.^ This is indeed a very 
inequitable advantage accorded to private individuals in the 

much as if the rate of exchange of the latter was 6-14 per cent of their 
nominal value, while it actually amounted to only 3^ per cent. 

• Where an agio of exchange of metallic money as compared with paper 
is prohibited, the decline of the latter will manifest itself not only in foreign 
rates of exchange, but also in the price of bars of the precious metals. 

' The changes of the agio or premium depend mainly on the supply and 
demand of the precious metals, that is, on the extent and intensity of the busi- 
ness transactions which have to be made in these metals themselves. ( Wag- 
ncKj Russ. Papierw., 87.) Hence, for short periods of time, it may be said 
in a paper currency country, that business transactions based on cash money 
have a great element of variation in them. ( Wagner in Blunt schWs Staats- 
wörterbuch, III, 971.) The purchase and lease-hold prices of fixed capital, of 
houses, for instance, rise much less because most j>eople look upon the dis- 
tress as transitory, and of short duration. (A. Walker^ Sc. of W., 133.) In 
Austria in 1859, ^^^ "^^ ^^ ^^^ ^K^^ ^^ exchange of silver from par to 40 per 
cent, and its subsequent fall within 7 months to 20 per cent, left the price of 
coin almost entirely unaffected. (A. Wagner^ Gott Anz., i860, 114.) That 
country people in general suffer more from a bad paper currency than the 
towns people and inhabitants of cities, see Bonamy Price^ Currency and 
Banking, 175, seq. In the northern states of the American union, in 1864, 
12 home kinds of commodities had risen 148 per cent, 7 foreign kinds of 
commodities, 164 per cent, and 7 which could be obtained only from the 
southern states, 353 per cent (v. Hock^ 186 seq.) As too great issues of pa- 
per money are so frequently made on account of war, it is comparatively 
easy to understand why it is that articles for which war creates a demand 
should rise in price very soon and very high; while the very opposite hap- 
pens in times of taxation-distress, in the case of a great many articles of lux- 
ury, which can readily be dispensed with. BUsch remarks (Werke, VII, 91X 
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face of the universal distress of the country.® * And these bad 
consequences are aggravated by the downward-path princi- 
ple which a depreciated paper money always involves. The 
state whose financial distress introduced the evil, sees a great 
portion of its revenues melt away before its eyes;*^ while in 
what concerns its outlay, nothing is more calculated to mis- 
lead it than such an imagined creation out of nothing. And a 
thing which greatly contributes to this is the frightful sensi- 
tiveness of a depreciated paper currency in the presence of 
complications of foreign politics, a quality which may cause 
the government as many inconveniences from without as the 
issue of its paper money produced conveniences to it at home." 

that retail dealers frequently raise their prices in order not to be obliged to 
pay out so many small coins as change for the paper dollar. 

* Compare Hufdand^ N. Grundlegung, II, 241. Self-seeking undertakers 
( Unternehmer = men of enterprise) have, on this account, both in Austria 
and Russia (Wagnery Russ. P. W., 105), but more so in North America (v. 
Hochy 556 if.), opposed measures intended to restore values ( Valtäa)^ on the 
ground that they were anti-national. Even Sferausky experienced this in 
1809, when he published very correct ideas on paper money, while in the 
" fairy " times of Catherine IL, no one even thought that state paper money 
is a state debt ( BernkarJi^ Russ. Geschichte, II, 2, 636.) One of the prin- 
cipal representatives of this course is H. C. Carey^ Our Resources (1866), and 
in the New York Herald, 1865. On the other hand, Faucher rightly calls 
the more active exportation of countries, with a bad paper currency, an ex- 
portation of barbarous nations, the commerce of misery, to which any price 
paid in metal or in any higher-standing product of civilization is acceptable. 
(Vierteljahrsschrift, 1868, IV, 167.) The nation in the aggregate loses in in- 
ternational trade for the simple reason that its foreign creditors will accept 
its paper money at most at its current rate of exchange against specie, while 
foreign debtors force it upon the nation at its nominal value. 

• The diiferent provinces also of a large empire may have very diifercnt 
degress of depreciation of the same paper money. Thus, in the interior of 
Russia its rate of exchange against si>ecie had for a long time not declined 
beyond 50 per cent, of its nominal value ; while the foreign rate of exchange 
supposed a decline to 33^^ per cent (Cancriny Weltreichthum, 68.) 

'• An enhancement of duties, taxes (Abgaben) etc., will seldom be able to 
progress in the same measure as the paper money sinks ; in any case, a law 
would be necessary to effect this, which, however, comes always later than 
the decline. (Sistnondi^ Du Papier Monnaie, 27.) 

" Wagner^ Russische Papierwährung, 142, estimates that the Crimean war 
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Hence recourse is had to additional issues of paper, which are 
easily increased in the same measure as the rate of exchange 
(Cours) has declined. ^^ Great private interests operate in the 
same direction. Between the increase of the volume of the 
paper currency in circulation and its consequent depreciation, 
some time always elapses; and in the mean time, either the 
purchasing power of the money-owner or his loaning capital 
is really greater than before. The former increases the de- 
mand for commodities, the latter facilitates their coming into 
existence. However, the flight of speculation with which the. 
increase of paper money is wont to be accompanied ^' in the 
beginning depends on an error shared by many men as to its 
true value. Hence it does not last long, and the critical shriv- 
eling up of the inflated bubbles is greater in proportion to 
what the previous dimensions of these bubbles were. And 
now many believe that the nation's business or economy 
might be kept on its course by new emissions of paper money; 
and the wise ones hope, at least, to be able thereby to post- 
pone the catastrophe long enough to enable themselves to get 
their property into a safe condition. And in fact, the restora- 
tion of a depreciated currency is accompanied by crises en- 
tirely similar to those which followed its first decline; only 
they are in an opposite direction." And hence conscientious 

depreciated the average current rate of exchange of Russian paper money 
by II. I percent, the ItaHan war of 1859 by 14.5 per cent, the German war 
of 1866 by 19.4 per cent, spite of the fact that Russia did not participate di- 
rectly in the last two wars. 

'<^The more than forty-five milliards French assignats, estimated at their 
rates current, really produced to the state only about six milliards. (GentZy 
Histor. Journ., 1800, II, 317, after LccouUenx.) 

" Very well explained by //. Thornton^ Paper Credit of Great Britain, ch. 
10. As to how, in Austria, the paper-money crisis contributed to bring the 
rigid national resources into a molten state, and to shake off the national in- 
ertia by the feeling of insecurity, see Buquoy\ Theorie d. Wirthschaft, 1S16, 
347 ff. Schäfpc^ System, 3 aufl., 254 seq., thinks that if Austria should first 
adjust its values, and then, in case of another war, have recourse to a second 
depreciation, the disastrous disturbances of its national economy consequent 
herein would be produced twice instead of once, and not without reason. 

"The Prussian treasury-bills stood, in June, 1809, at 36 per cent of their 
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Statesmen are frequently deterred from seeking to eflect such 
a restoration. Yet the darkest side of a paper currency sev- 
ered of due connection with precious metal-money consists in 
the frequent and violent fluctuations of value to which it is 
subject.^' The consequence of these fluctuations is, that 
every commercial transaction, every credit-transaction, and 
even everj- act of saving, in which money plays any part, is 
made to bear the impress of a game of chance;^* a conse- 
quence of far and deep reaching influence, especially in the 
higher stages of civilization, where the importance of com- 
merce, of the credit-system, and of money-economy as contra- 
distinguished from barter-economy is so great; producing 
there a state of uncertainty which is otherwise peculiar only 

nominal value; June, 1810, 84)^ per cent; January, 1812, I3>^; DeccmbcT, 
1S12, 44>4; June, 1813, 26>^; July, 1813, 24^4 ; December 31, 1813, 49^4 ; 
January, 1815, 88; January 5, 1816, 99 per cent. Austrian paper money ex- 
pressed in terms of metallic money, amounted, on an average, between 1849 
and 1855, to 292,000,000, florins: but at certain moments, it fluctuated from 
231,000,000 to 337,000,000. (Tubing. Zeitschr., 1856, 124.) The agio of 
silver fluctuated during the Bancozcttel (bank-billets, a species of Austrian 
paper money) period from one day to another on 'Change 40 and even 100 per 
cent: thus, on the news of Napoleon's entry into Paris, between the 25th of 
March and the 4th of April, from 330 to 440; on the receipt of the newK of 
the result of the battle of Waterloo, in three days, from 45S to 412; after 
Napoleon's abdication, from 412 to 320. (Gentz^ Werke, V, 62.) Iluskissott 
rightly calls a depreciated paper currency a much worse thing than clipped 
coin : the clipping of the coin is, so to s]>eak, one great blow after which 
people can again calculate with certainty ; but bad paper money is one con- 
tinual fluctuation. 

**'*The only difference here is that it is not left to individuals to say 
whether they will join in the game or not." (Helferich.) 

*• During the later assignat-period every house was full of commodities. 
every pocket of samples; every "exquisite " and every lady was a merchant, 
because no one had any further confidence in the money. People had retro- 
graded to the barbarous condition of trade by barter. (Goncourt^ Histoire dc 
la Soci^t^ frangaise pendant le Directoire, 1854.) The French constitution 
of 1795 fixed the salaries of members of the Directory at the value of 50,000 
myriogrammes of wheat (art. 173, 68). In Delaware, while the depreciation 
of paper money lasted, farm rent was usually required to be paid in produce. 
(EbeUng, V, 37.) 
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to barbarous medieval times." .All this discourages the best 
business men and the best husbandmen more than it does 
any other class of people, and demoralizes the whole economy 
of a nation ; and demoralizes it the more in proportion as it is 
easier for the state to influence the value of paper money as 
compared with specie, and as its influence is more irresistible." 
The compulsory circulation of paper money is a much more 
powerful and yet a much more simple screw by means of 
which to practice extortion than is the most burdensome tax- 
ation or forced loan, and at the same time the most compre- 
hensive power which a government can possess to carry out 
both these measures. (Ad. Wagner,) 

All the horrors of the later Roman republic, the draining 
of the provinces by robber-governors with their publicans 
and sinners, the buildifig up of monstrous fortunes without 
any production proper, but through usury and rapine alone : 
all this is made to revive again through the instrumentality of 
the national-economic disease called a paper crisis, in a less 
violent form, indeed, but in one which is much more insidious 
and scarcely less pernicious. 

" " Of all contrivances for cheating mankind, none has been more effectual 
than that which deludes them with paper money." (D. Webster.) The 
American Secretary of tlie Treasury, McCuUoch^ says, in the report of De- 
cember 7, i86S, of the legal tender notes : " there can be no doubt that these 
acts have tended to blunt and deaden the public conscience, and they are 
chargeable in no small degree with the demoralization which so generali v 
prevails." Nicbuhr attributes the decline of old Spanish honesty which 
was formerly so much relied on in all great money centers, principally to 
the vales. ("Nichtphilol. Nachlass, 4S9.) 

»8 This calls to our mind the impersonal mass-crimes to which our own 
times so frightfu'.ly incline, when many a man who would recoil in horror 
from an ordinary act of pocket-picking or from manslaughter with intent to 
commit larceny, robs thousands in cold blood by means of a swindling en- 
terprise, or, for the sake of a fraudulent insurance, destroys the lives of a 
whole ship's crew. 
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SECTION V. 

RESUMPTION OF SPECIE PAYMENTS. 

The healing of such a paper-money disease as we have de- 
scribed, it has been endeavored to effect in three ways more 
particularly. 

A. By the reduction or bringing back of the depreciated 
paper money to its full nominal value. And this is best done 
by gradually drawing paper money into the state treasury by 
means of taxation or by loans, and refusing to allow such pa- 
per money to be again issued. The consequent rise in the 
rate at which the outstanding paper money notes exchange 
against specie is produced not only by the diminution of the 
quantity of paper in circulation, but also by the increasing 
confidence in the future which such a governmental measure 
inspires.* While this mode of procedure has in the abstract 
most in its favor, yet it is not to be recommended in practice 
except where the depreciation of paper money has either not 
gone very far or where it has existed only a short time.' 

* Saxon loans of two million thalers treasury notes (Kassenbillets)^ August, 
1813, "which were then to bear interest in silver and to be paid in silver. The 
purchase of the precious metals, or loans made by the state in foreign coun- 
tries, with the intention of redeeming paper mone^', effect the same end at a 
much greater cost. (Peschel^ D. Vierteljahrsschrift, 1858, III, 254.) If the 
currency consists of bank notes endowed by the state with compulsory cir- 
culation and an irredeemable character, such a metallic loan made in order 
to reimburse the bank for a loan to the state in depreciated notes is a gift 
made to the bank without reason ; and the metallic money brought into the 
country flows back into foreign parts when the bank restriction is removed, 
because it, together with the appreciated notes, creates a too abundant circu- 
lation. 

* Although in England the suspension of the redemption of notes had 
lasted from 1797 to 181 9, depreciation of notes during the greater part of f his 
time either did not occur at all (Summer of 1797 to 1799, 1802 ff.) or was very 
small; and even during the last five war years, it did not amount to much 
over 30 per cent. About 1817, the notes of themselves again rose to par, 
and had lost but little during the following years, in consequence of the great 
loans of the continental powers in the.English market Under suchcircum- 
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Otherwise the revolution in all property-relations and the dis- 
turbance of all rightful speculation — always dangerous and 
easily abused -^ produced by the depreciation would be re- 
peated by the restoration of values, with this difference only 
that the disturbance would be produced the second time in an 
opposite direction. And that those who were previously in- 
jured should now be compensated for the damage sustained in 
the first instance is impossible in proportion as the depreciation 
has been of longer duration. Many of the sufferers from the 
effects of depreciation are now compelled, even as tax-payers, 
to contribute to the enrichment of the speculators who have 
accumulated the depreciated paper into their own hands. 

B. The extreme opposite of such a course would consist in 
this, that the depreciated paper should be allowed to go on 
sinking lower and lower until it was practically worthless, 
whereupon a new currency, whether of metal or paper, 
would have to appear like a new world after the waters of a 
deluge had been abated. Hence, therefore, one of two things: 
imiversal bankruptcy entered into with the clearest purpose, 
or the resignation of despair !• 

stances, the repeated promise of the state to make the notes redeemable at 
their full nominal value was certainly a cogent reason for the Peel's Act of 
1819. In favor hereof are especially Tookr^ Hist, of Prices, II, p. 60 fT, and 
y. S. Mill, Principles, III, ch. 13. Opposed to it, the so-called Birmingham- 
Atwood school and also Lord Askburion, in his statement before the Agri- 
cultural Committee, 1S36. But according to Rob. Musckef, Tables, exhibit- 
ing the Gain and Loss to the Bondholders arising from the Fluctuations in 
the Value of the Currency (1826), the state creditors, on the whole, lost more 
by the depreciation of the notes than they gained by their subsequent rise. 
Ad. Wagner also is decidedly in favor of the course A. 

•This has occurred not unfrequently in the case of the paper money of 
subdued revolt: thus, for instance, the Hungarian of 1849; in the case of the 
Southern Confederacy. But the assignats, too, came to this end, although, 
according to Biisch (Werke IX, 526), the intentions of the country at first 
■were good; and in Austria, in 1810, many prophecies looking in this direc- 
tion were made. (Per contra Rehberg, Sämmtl. Schriften. IV, 334.) Not 
very differently did it fare with the Swedish coin-tokens (MUnzzdchen) of 
Charles XII, which were altered 7 times between 17 15 and 17 18; and where 
besides, the tokens called in in a much too short space of time were transformed 
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C. The middle coui*se between these two has, therefore, been 
most frequently pursued, viz.: the legal rediicticn of tlic value of 
the coin (gesetzliche Dcvalvirung)^ which consists in reducing 
the nominal value of paper money to its current value at the 
moment the law goes into force, and by redeeming it either in 
specie or in other paper to be issued in smaller quantities,* Al- 
though this has been not seldom based on the false principle 
that the value of every separate amount of money is inversely 
as the aggregate amount of all the money in circulation ; yet 
it cannot be questioned that it is only the open declaration of 
the state bankruptcy which the whole measure involves, and 
which in most instances has already happened beyond repair. 
Here there is no new and dangerous disturbance of the na- 
tion's economy whatever; and the fluctuations of value in the 

into small change coins -^ their value hitherto. (Brückner in liildcbraniVs 
Jahrb. 1864, I, 161, ff.) 

*Thu6 it was, for instance, in Austria, in iSii and 1820, at \ and } of the 
nominal value, in 1799 in the United States, in i8i3in Denmark with the 
currency notes ( Courantzettel \ in 1816 in Norway with the royal bank dol- 
lar notes, in Sweden in 1814 with the bank notes (BancozcUcln) at 37^ per 
cent, in 1839 in Russia with the hankassignationcn^ at ^ of their nominal 
value. Of theoretical writers this course is recommended among others by 
Jacobs Staatsßnanzwissenschaft, § 980 fT; Ncbenius^ CEflf. Credit, 2 Aufl., 
ff.; Deutsche Vierteljahrsschrit^ 1841, I, 65; Rau^ Lehrbuch, III, § 528; 
Helferick J Tub. Ztschr., 1856, 435 ff. According to v. RotUxk^ Lehrbuch, IV, 
402, it may be assumed that paper money is spread among the people of a 
country in proportion to their resources : which is also the hypothesis on 
which all direct taxation is based. Hence the gradual depreciation of paper 
money operates like the imposition of a tax and the reduction of value (Dc- 
ralvirunff) is, so to speak, only the release of the same. Besides Gentz 
(Werke by Schlezier, IV, 58) shows from the example of Austria in 181 1, 
that in the case of the taking up of a depreciated paper currency it makes a 
better impression to give 100 florins in specie for 1,000 florins in paper, than 
200 florins in a new kind of paper. The holders of the old paper money have 
now lost confidence in all paper currency. Of similar import is the imme- 
diate abolition of the compulsary circulation of paper money at its nominal 
value (Prince Smith in Fituchcrs Viertcljahrsschrift, VII, 126 ft'.), and the in- 
troduction of compulsory circulation in accordance with the day's quotations 
of the actual value of the paper as compared with specie. (Stracke^ Die 
Valuta in CEsterreich, 1861; per contra^ Ad, Wagner^ Tub. Zeitschr., 1S61, 
606 ff.) 



460 PAPER MONEY. [App. I. 

future which are inseparable from the gradual contraction of 
the volume of paper, continued until it has reached its nomi- 
nal value, are avoided: this last, of course, only on the sup- 
position that either the pure metallic or the redeemable paper 
currency is rigidly adhered to.' But the problem, how to pro- 
tect both parties^ to contracts entered into at a rate of the cur- 
rency different from that imder which they are to be performed, 
from all damage, is one which will never be perfectly solved. 
Hence, of the different measiu^es to economically preserve a 
state ih cases of extraordinary need, the emission of paper 
money with compulsory circulation is much more imiversally 
disastrous to the people than the effecting of loans at the very 
highest rate of interest, and even than being in arrears in the 

matter of paying the officials and creditors of the state .^ 

* 

* Such measures as were adopted in Austria, in 1811, where a "redemption 
and extinction deputation," independent of the government was established 
and sworn to prevent a further increase of paper money, are not sufficient 
of themselves alone. 

•The Code Civil (art 1895) makes the nominal value entirely conclusive; 
so, also, the Prussian Landrecht (I, § 790) : which is to proclaim the omnipo- 
tence and infallibility of the state power in the most ingenuous or else in 
the most brutal manner. The power given by Puchta to metallic value (Pan- 
decten, VII, aufl., g 38) is applicable neither to paper money nor to small 
coin; and it ignores entirely that stamped coins and currency monev are 
something different from mere metallic commodities and even from metallic 
bars. The Austrian civil law (bürgerliche Gesetzbuch) decides in favor of the 
current value (986 seq.): a view which most modern jurists since Sarigny 
(Obligationenrecht, I, 404; earlier yet, Huf elands Ueber die rechtliche Natur 
des Geldschulden, 180) entertain. But they even fail to recognize that the 
depreciation, for instance, of paper money as compared with specie and gen- 
eral decrease of purchasing power are identical only in the case of such 
paper money or reduced coins which have no compulsory circulation. (A. 
Wagner, TUb. Ztschr., 1863, 478 ff.) 

■^ Let us suppose that at the moment the state could perform its dutv to 
Its servants only to the extent of one half. If it should frankly admit this, 
pay one-half in good money and remain in debt for the other half, it might 
subsequently, in better times, make good to them or to their heirs what it 
had now refused; and thus private credit, from the disturbance of which the 
state can only suffer, suffer no diminution. Both are quite different when 
the state disguises its insolvency under the mask of apparent full pavment 
in paper money which has lost 50 per cent, of its nominal value. In oppo- 
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SECTION VI. 

PAPER MONEY — A CURSE OR A BLESSING? 

Considering the double-edged-sword character of this 
mighty instrument,^ and the frightful consequences which its 

sition to the myth that the absignats saved France, see Levasseur^ in the 
Acad, des Sc. m. et p. 

* It not unfrequently happens that a nation's paper money has been directly 
or indirectly affected by an unfriendly state. Thus for instance, England, in 
1794, tolerated an assignat manufactory at Lambeth, while Frenchmen imi- 
tated English bank notes. (Arckenholz^ Aenalen XI, 429.) Napoleon in 181 2 
issued forged Russian bank notes. (Cancriuy CEconomie der menschl. Ge- 
sellschaft, 136. Niebuhr^ Gesch. der Revolution, II, 314.) When Maria 
Theresa first -wished to introduce paper money, Bolza, her minister of fi- 
nance, in his urgent appeal to her to desist from adopting such a measure, 
foretold the subsequent bankruptcy etc. (Mailath^ Oesterr. Gesch., V., 83.) 
Adam Smith compares gold and silver circulation to a highway which, in- 
deed, produces nothing directly. Paper money is an advance similar to that 
which would be produced by the construction of a machine adapted to the 
carriage of persons and goods through the air, and which permit the high- 
ways hitherto used to be turned into meadows, arable land etc. Ad. Smith 
very strongly emphasizes the insecurity of these " Duedalian wings " as com- 
pared with the " solid ground of gold and silver," especially in the transitory 
misfortune produced by war. (W. of N., II, p. 78, Has.) David Hume says 
of ail paper media of exchange, that they share all the harmfulness of an in- 
crease of specie money, enhancement of the price of commodities, aggrava- 
tion of. the obstacles to exportation; but that they do not share in the useful 
properties of specie money. (Discourses, On Money and on the Balance of 
Trade.) The younger Mirabeau kept Necker from pursuing his plan to issue 
paper money with the words : du fapicr monnaie c'cst la peste circulante! In- 
consistent as Napoleon was in his bank policy (compare Horn^ Bankfreiheit, 
304), he always rejected paper money. As in 1805 he wrote to the minister 
of justice: je ne veui pas de papier monnaie : so, in opposition to the minister 
of the interior, he in 1810 compared it to the plague: le plus grandfliau des 
nations, (Acad, des Sciences m. et p., 1S64, II, 212.) Sismondiy too, compares 
paper money to the paper cannons of the Chinese, which render a cheap 
service until the hour of danger comes. (N. Principles, II, 107.) Of the 
banks he says: les avantages aussi-legcrs les dangers aussi graves, (Eludes, 
II, 421). CancriUy CEkonomie der menschl. Gesellschaft, 1845, 152 ff., says 
he thinks that possibly it might have been well never to have established 
banks, but that yet the craving for the new is preponderated ^"«[ood, it brings 
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abuse produces, it is easy to conceive why so many political 
economists have expressed such serious doubts as to whether, 
on the whole, the invention of paper money has been more of 
a curse or of a blessing to mankind. The controversy is 
an idle one to a certain extent, since no mature nation (or in- 
dividual), and no nation which considers itself mature will re- 
nounce the possibility of a brilliant growth simply because it 
fears that it may not be able to withstand the temptations to dan- 
gerous abuse connected therewith. Politically, the best safe- 
guard against such temptation is a so-called moderate consti- 
tution, which compels the supreme power in the state by 
wise and appropriate coimterweights, to allow all rightful in- 
terests to assert themselves, or at least to find expression; 
and itself to make use not only of the most skillful but also of 
the most highly esteemed instruments and measures. Such 
a constitution, indeed, cannot be made; it must be the ripe 
fruit of a long continued and well conducted national life.^ 
Of the extremes of forms of government, unlimited monarchy 
and democracy are about equally exposed to the paper-money 
disease."* Aristocracies are less exposed to it, for the reason 
that from their very nature they eschew centralization ; and the 

m_ -^ — - — — , . — — 

inventions and improvements with it. Even Tooke considers the insecurity 
of paper money a disadvantage which more than counterbalances its cheap- 
ness. (Considerations on the State of the Currency, 1S29, 85.) On the 
doubts of Jefferson and Gallatin^ see Wdcnvski^ Enquöte, 170, seq. Webster 
called paper money " the most effectual of inventions to fertilize the rich 
man's field by the sweat of the poor man's brow." Tout papier monnaie par 
lui mcmc est un mcnsonage. (M. ChezHilier^ Cours, III, 42S.) M. Nicbukr calls 
banks a |X)ison which should be used with moderation. (Bankrevolution 
und Bankreform, 1S46, 37.) Compare the writers named in § 2. 

* Avec la liberty un pcuple n'a jamais de mauzHiises monnaies (J**. Lenormant) : 
entirelv so, provided libcrtd be translated "true and insured freedom." 

3 Law's giddy projects under the regents of Orleans and the assignats of 
the first republic; Austria, Russia and the United States; the Danish abso- 
lute monarchy, and Sweden, both under Charles XII., and its oligarchical 
times. The history of Rhode Island paper money is peculiarly scandalous. 
All debts had to be paid within two years, or to be held invalid, and juries 
were dispensed with in such cases. (Ebeling^ Gesch. und Erdbesclireib. vot 
N. America, II, 173 ff) 
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paper-money system is intimately connected with the latter. 
Nothing so strengthens the central authority as the paper- 
prerogative with an unlimited power over the prices of all com- 
modities; and, on the other hand, whenever paper money is 
to have a wide field for action, there is supposed * a far-reach- 
ing and intimate interwearing of the different members of the 
nation's economy with one another. And in what concerns 
the various economic stages, paper money is far removed from 
all medieval times; and for the same reasons that make external 
commerce here preponderant and condense all commerce into 
caravans, staple-towns, fairs, and recommend the collection of 
treasure etc.* Later, on the other hand, we find two stages 
especially adapted to paper money. We have first, as yet im- 
developed but intellectually active (and therefore desirous of 
progress) colonial countries, possessed in abundance of natural 
means of production without however being able to concen- 
trate them into the hands of an underiakev ( [/fi^crneAmer) ior 

*Ad. Müller compares "cosmopolitan " metallic money to a universal lan- 
guage: paper money ties one to the country, as people do not like to travel 
in foreign parts when they understand only their native language. As paper 
money compels subjects to take an interest in the state, a state like Austria 
would act very foolishly if it should begin its reorganization by enhancing 
its depreciated values (Valuta). (Elemente der Staatskunst, iSo, III, 171; 
II, 339 ff.) Even in 183CS he found fault with the Austrian loan for the pay- 
ment of the paper money. (Briefwechsel mit Gentz, 321 seq.) He lauded 
paper money because he claimed it led a country back to the barter and 
service-economy of the middle ages. (Verm. Schriften, I, 59 ff.) Similarly, 
Gentz, in his later writings. Compare Roschcr, Gesch., der N. CEk., in 
Deutschland, II, 762. 

* Who, for instance, would lay by a paper dollar in the savings bank for 
his godchild.^ In this respect, too, oriental countries have preserved much 
of the medieval. Concerning the aversion of the Egyptians of our day for 
all paper money, see Stephan, Ägypten, 250 seq. This is all the more sur- 
prising since during several months after the harvest, there are from 4,000,000 
to 8^000,000 piasters in specie sent every day from Alexandria by post to 
private individuals in the provinces. In addition to this there is the immense 
difference in the French, English and Austrian coins circulating in the coun- 
try, and which have very different rates in the different provinces. It is still 
worse in Arabia, (v. Maltzau, Reise, I, 27.) 
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want of money/ Here «both the saving of the precious metals 
and the facilitation of transportation effected by means of 
paper money are of greatest utility. And then we have very 
highly developed and rich coimtries; not only because their 
economic popular education may protect them against the 
dangers of paper money, but because the rich man has relat- 
ively least need of money and may dispense with stores of 
specie most readily, because of his influence over the supply 
of others J 

•Compare v, Schlöxer^ Anfangsgründe, I, 140fr. M. Niebukr (Rau's Ar- 
chiv. N. F., II, 125) finds paper money best adapted to countries without 
any exchange-trade, but which at the same time require a species of money 
easily computed and easy of transportation (Russia); countries whose na- 
tional economy has an extraordinarily rapid growth (the United States) ; and 
in unusually solid countries (Scotland). 

'^List^ Nat System der politischen CEk., I, 394. A private individual of 
small means who should go on his travels without money would be subject 
to all sorts of annoyances; a king or a Rothschild, just as soon as he was 
recognized as such, would find credit everywhere. Thus, English business- 
men have outstanding claims in all parts of the world, which might with- 
out any great difficulty be called in in the precious metals. The more the 
division of labor is developed, the better may the condition of a nation's 
whole economy be seen reflected in the course of its banking system and its 
exportation and importation. 
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